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ABSTRACT 

Focusing on avoiding consumer fr 
misrepresentations, this document is one in a <e 
consumer edacation modules developed to efucaite 
consumers in important areas of consuier affaire 
section provides an overview of the module conte 
approaches for using the module, and suggestions 
adults. Preceding the conceptual outline of the 
^complete lis^ of objectives and competencies cov 
The conceptual outline includes the ob jelctives, 
supplemental narrative related to each of the fc 
study: identifying copsumer frauds an^ misrepres 
ex ampler bait-and-svitch deals, unordered mercha 
charity ra'ckets, auto repair frauds, and land sa 
fraudulent schemes and practices; and seeking re 
approaches pleader/lecture- oriented presentation 
discussion-oriented leader actiyities) and an in 
presenting the units are outlined by providing t 
information: sectit)n of modtSle; type cf activitj 
preparation needed; and description of activity, 
for furthep reference, ajjd an evaluaticc plan it 
eight transparency mast^s are appended. (A rela 
financial counseling is also available, C£ C16 1 
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J /wtpo^'o of the Module 



^ This serit^a^ of Consumer Education Modules has been developed in 
.an effort to educate individual cidult consumers in what have been 
determined to be the most important general areas' of consumer affairs 
education. Community leaders, exter^ion personnel,- educators, fin- 
..ancial counselors, and people in business are encouraged to use these 
modules in conducting group' sessions for' adults interested ip deve- 
loping more competence in various areas of consumer , education . 

Each module is sell- contained to allow someone With no prior 
experience in teaching, coordinating, or directing learning to be 
successful in conducting a group cohsurner learning session.* 



^ 



Si 



•■'^Any references to ptjc^ple br places la the examples^ of -^consumer 
piTobl.ems^. Ln t iiis module ^jrc |.ic t L t L- uis . Any resemblance /o people or 
plat.'cs in roaliLy is unintentional and ^'O i nc Lden ta L . Ho^evei^, n^mes ^ 
'of basLncsso^^ l.hnl a re . re i er r (mI to are autheatic. — ^ " , 
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Introduction 



American consumers lose over ^40 billion a yeai^xthrough fraudulent 
practices. Deception and misrepresentation in the sale of consumer goods 
and services is so widespread t^hat it often goes completely undetected. 
It is for that reason tha't ve need to become aware of the types of fraudu- 
lent practices and how to avoid them. We also should kqow thow to seek 
redress for losses due to fraud and misrepreseiiLatibrt . 

This module contaiivs two suggested approaches to help you, as the 
leader, help others become more responsible consumers in dealing, with 
fraud and misrepresentation. Both an overview approach and an in-depth 
approach are presented for your use. * 

Contents of the Module > . 

This module, entitled, "Avoiding Consumer Frauds and- Misrepresentat io 
contains the following ^components or areas of undersiianding : 

I. IDENTIFYING CONSUMER JTIAUDS AND MISREPRESENTATIONS 
II. AVOIDING FRAUDULENT SCHEMES AND PRACTICES 
III. SEEKING. REDRESS FOR CONSUMER FRAUDS AND ' 

MISREPRESENTATIONS ' ' . 

Each component includes an overall objective, further specific ob- 
jectives, competencies which, hopefully, the learner will have developed 
upon Completion' of the subpart, riarrative description or an ^ outline -of the 
information to be covered, leader activities, anjd transparency masters 
(located in the Appendix) which can be^ used on an optional basis to im- 
plement the suggested activities. Much of this information is. included < 
for your Jbenefit and will not be seen by the learner^. You will want to 
read and (Examine the entire module carefully b^^f ore presenting it to the 
learners, yhis will help you to understand the Information in the module 
more fully^and v/ill allow you to " make some tentative, choices about" which 
activities to use in the learning situation. 

Other features of the modul}e are ^he bibliography and sources .of 
^further reference , ^an evaluation device, a. form for you to re^Mrn con- 
cerning your reaction 'to the use of the module, and an appendi/T^ 



Overview Appr 




There ate two ai^^view approaches included as suggested presentations' 
for one se;ssion wlrj^/i covers all of the material in the module in a 50 ' 
minute time- peMnjd^. These could be used at dinner meetings or luncheons; 
as a program for a men's or women's club meeting; as a program for the eld- 
erly; or any other meeting of adults who might be interested ip learning 
more about consumer fraud and misrepresentation. The^first of these pre- 
.sentations is a "Leader/Lecture-Oriented Presentation**. In this overview, 
you as the leader would do all of the talking and explaining unless, of 
course, there are questions. The second of these presentations is a "Dis- 
cussion-Oriented Presentation". this overview , 'you as the leader woudd 
explain some of th^ infornfetion ana Llren encourage the group to contribute 



by asking t\\em que8tion9, having them draw ponclusions from sin example, 
and so forthi You. should review both of th^se presentations thoroughly, 
before deciding whi'ch overview ^approach you woVild feel more comfortable 
using or which would ^bp more appropriate for your group of adults. It 
may be that you will presBpt the overview to a group of adults. wh^se in- 
terest in the area of consumer fraud and misrepresentartion will be in- 
creased by your presentation. If they express d^desire to learn more about 
consumer frauds and misrepresentations, the indepth approach can then 
be used, with the sanje* group , *to cover any par ticularj area of interest , 
or to cover all three components. ^ » / ^ 

* . ^ V . / J , 

Jn-d^pth Approach * ' ; 

■ V 

The ih-depth approach is for presentatiotis which cover all of the 
material in the module, in two sessions of fifty mlnutefe each. The 
activities on the Leader Activities page far this app^'oach are more speci- 
fic and cover the mate:^ial in the preceding narra'tivBi ©r outline in 
more detail. The leader activities for each unit are Suggestions. Those 
whicln are strongly "Recommenced" and most vital to accomplishing the . 
objectives are labeled, "R". ^Those activities which are "Suggested" .and 
may be necessary for adding depth to the' learning are labeled, "S". ' ^ ' 
Those which are "Optional" "and can be done if time permits, are labeled, 
"0". . ■ ' 

You should select wha^t you believe *to be the most suitable activities 
for accomplishing each oBjective with your particular group of adults. 
This may depend upon the people in your group, the facilities and equipment 
available to you, the. time you have to present the material, and the'° degree 
to which you feel comfortable using the various methods of presentation. 
Emphasize first, those activit-it^s labeled "k"; next, those Tabelecf "S"; 
and finally, if time p^mits, and should you decide it would be beneficial, 
those . labeled "0". It is not advisable to use activities out of sequence 
unless, of ct5urse, y^u have determined that your adults already possess - 
some of the more important competencies. * 

Wherever an asterisk (*) appears, there is a transparency 'mas ter , 
which can be used for that particular actitvity, located in the Appendix. 
You may prefer to make and distribute handouts of the information, use a 
flip chart^, write the information on a chalkboard, or use any other acti'- 
vity which will help to accomplish the stated objectives. Each activity 
Is stated Iji such a way that, you can use, whatever method of presentation 
you are most comfortable with and whichever you feel wH^l be most effective 
for your particular group of learners. Imagination and creativity in the 
method of presentation are encouraged. 

Suggested Procedure for Use of Each Component of the Module 

1. Filrst of all, inform the group of the major and specific objectives 
for the unit. This can be done either by reading them to the group or by 
showing the component transparency. At this time, the first activity 
should beg^in. Activity Number One In each component, is especially designed 
to serve as an oi^al pretest for the adults in your group. .This is a uni- 
que feature 4pf these Consumer Education Mqdules. This activity consists 



of a list ofo questions which you can ask to begin the discussion, to intro- 
duce the unit., to stimulate thoughty and very importantly, to .determine 
to what degree the learners in your group already have ^n und'ersta^nding of 
the information. If, after pre^nting the first two or three questions, 
you have succeeded in ^eliciting a favorable response from the gtoup, you - 
niay wish to proceed iminedlately to Stating the gesnerailzatip*. . Thlei ^ v 
method of transition tio'the secoivd activity is an approach^ tha't^.>;l\l!L^.elp.:^^^: 
you save time. / , •* \,. v.. • - * . ^ /-^r^ 

> . ,^ " ♦ ^ . ^ .;; , 

2^ Pfoceeii with the secohd leader activity which yt^u haVe. determined 
will be most feasible for Your group,' the setting, and the tj^me available. 
After each activity , ^ it is \ecommended that you ask* If there atve any ques- 
tions oi: if anything is unclear. Once the' first component is completed, 
the same procedure should be upeA for each successive subpart dfyihey module 
until all are completed. You will notlqe that on page 60,. there Uisja t 
sectibn which lis ta a* variety of references. You- as the leader yaati use 
!;b"^3.e for .additional l)ackground information on' the topic. On.e / 
of these cefere'nces ^OTiQiild bfe available in your local school,/pi 
college Lfferary. If not-, ^you. may wish to ,order^ several of thfesc 
use. ^ . f ' 

\ V - { • 

, ) 3. Finally, af^^r all of the units have been pompj-eted ,^ some f^orm of 

evaluation should be conducted* Since yo4 are working with adults who are 

most lilcely in d volupteer^ituation , there is np fdrmai po^i^test ^for them 

to complete." Ideally, th^ shouJ.d have been, evaluat ing them^pelves- thto^gh- 

o'ut the session(s) in terms of their individual objectives. '.Prqprlded in\. 

the m(Jdule is an evaluation device which can give yoii some i-ndlcatlon ^s 

to what the learners actually did gain from the 'sessionCs) aridThow, ef-fective 

yoilt -methods *of p;Fesentat ion were so that 'you may' alter them^ if necessary, 

or qnak-e note of those activitiejgi which seemed to be especially effective. 

« ■ ' < ^ .% 

Suggestions for Working with Adults ^ . 

• Since you will be working with adults, it would be helpful to identify* 
some ideas to keep in mind about ac^ultJ learning situations . First, the ' 
learning setting, should be botfi attractive and informal. This should be a 
somewhat different Atmosphere than that of an actual classroom learning 
situation. The informality is especially important because, the leader needs 
to establish and mainta'irt a "good rapport with the adults learners, , in ad- 
dition to demonstrating respec\ for- them as' individuals. Second; by trying, 
to some extent, to determine the life style and spghding patterns *of those, 
present,, you can better assese the future educational needs of the group. 
This will help you"*identi f y the direction , , sco^'e , ,or concentration of your 
consumer affairs education presentations. Third, -entmirage the learners to 
self-evaluate their own private consumer behavior throughout the session(s) . 
Suggest that they ask questions when tilings are unclear. Further, you might 
recommend that tliey contribute' related ideas and experiences that '*have 
worked for them" wlien ^they feel it*is appropriate, so that the whole group 
might benefit from ^earning ^bout these experiences. .The ^earner's extent 
of knowledge and interest in the area ,tp be examined should be the main 
criteria for you tq\use in determinirj^' *<^xactly what and how much of the area 
will be^learned. It| is your job to .ji^i^that the adult learnei' "gets' what ^ 
he wants" in the learning sessions.>^^member to keep these ideas in mind 
when working with adults; resfject tfte learner at all times ; • try 'not ' to force 
■ ■. • ' . ' 



Tpift opinion o^hgiTS; take-'breake from time ttf time rathi^r than meeting ' 
for » a. long,; tended time spjgn; ^h4, 'help give theirf a feeling. d| wo'rth»^ 

/An indicatic35l of ybu^^uctess* may^be your* adults requesting follow- 
up sessio'n on Ch^ topifcB cpvered, ' Oui^suggestiQn for this 'presWtfetiori is 
to moderate a session with one oi& morcMgiiebt speakers, r This might setjv^e as 
. .a third i'ndcpth s.esslon or as a *follo(W-up to one of tKe overview prj^ent- 

wfe hope that the suggestions Tor using- this module will be useful to 
vou and that the purposes of the module will bfe^achleved with yoiSr adults^ 
in all of the modules, the malor objective Is^ to. educate in^^vid pal .adults 
in consumei; affairs Vducati/wf: hope^ and ,trus|b that the modular approach 

used here will help ypu i^Af this /effort . . ' , ^ . 
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' MAJOR AND SPECIFIC OBJECTIVES: ■ \ ■ 

AVOIDING CONSUMER FRAUDS AND MISREPRESENTATIONS 

IDENTIFYING CONSUMER FRAUDS AND MISREPRESENTATIONS " 
Major Objective: To-identify and describe the most common types 

of consumer fraud and misrepresentation. 
Specific Objectives: To def^e what is meant by consumer fraud and 

misrepresent^ation. ' 
To develop an understanding of the pu.rposes undi^r- 

lying J[raudulent schemes and practices. 
To list and give examples of Che most frequejitly 
occut'ring fraudulent practices. . ^ 

AVOIDING FRAUDULENT SCHEMES AND PRACTICES 

Major Objective; To st^te guideLAne^ for avoiding consumer fraud 

and , misrepresentation. 
Specific Objectives: state the general gui-delines to fpllow in 

avoi4ingVf raudulent gchemedL and practices. 
J To list things to be aware oJdr things to ^do 

which will aid th^ consumer in avoiding 
I specific types of frauds and misrepresentations. 

'/ ' • ' ^ 

*• . . ■ 

SEEKtNG, REDRESS FOR CONSUMER Fl^AUDS AND ' MISREPRESENTATIO^IS 
Major Objeotive: To be familiar with ways and means of seeking 

redress (corrective action)^ Jpr fraudulent 
yheimes and pract^es. , 
Specific Objectives:' To list the steps 6t channels to' follow in seeking 

redress for frauds and misrepresentations, 
to describe the' types of information the consumer 
* needs to supply when registering a complaint. 
To become faiailiar with various organizations that 
^ handle "complaints . ^ 
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COMPETENCIE^.: ^ 
AVOIDING CONSUMER FRAUDS AND MISREPRESENTATIONS ' . 

./■ - • ■ ■ ■ • ■ ■ , ; . - 

IDENTIFYING CPNSUMER FRAUD AND MISREPRESENTATIONS 
Competencies: Give a definitibn of ''consumer fraud**. ^ 

Give a definition of "misrepresentation" as it applies 

to making consumer purchases. ^ 
Describe the three aspects of a fraudulent scheme or 
' p-ractice (the "purpose", "come on", and "hook or trap") 

List at least eight of the most frequently occurring 

fraudulent practices. 
Cite examples of these fraudulent schemes or practices. 



AVOID^^ FRAUDULENT SCHEMES AND PRACTICES 

Competencies: State five of the six general guidelines for avoiding 

fraudulent schemes and practices. 
Describe at least two of ^these general guidelines for 

avoiding fraudulent schemes and practices, in detail 

(points and subpoints). i • 

For three examples of frauds and misrepresjentations^ list 

at leas t two things to be aware of or things to do to 

help in avoiding them. 



SEEKING REDRESS FOR CONSUMER, FRAUDS AND MISREPRESENTATIONS 
Competencies: List the five steps or channels to follow itV registering 

ci compl^lint . ^ * 
List two local agencies with whom consumers can file 

complaints . 

List two governmental agencies that handle particular 

types of consumer complaints. 
Cite the six pieces of information that must be supplied 

when filing a formal complaint . 
State two other methods that can be effective in seeking 

redress . . 



<1 

IDErn-IFYIfJG CONSUMER FRAUDS 
A:D MISREPRESErfrATIOfJS 
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• ♦ OBJECTIVES^- 
1. IDENTIFYING CONSUMER FRAUD AND MISREPRESENTATIOtJS 

Major Objective : 

To identify and describe the most common types of consumer fraud and 
misrefpresentatipn. j / 



Specific Obj ec t ives : 

To defin^ what is meant by consumer fraud and misrepresentation, 

\ . ^ 

To develop an understanding of the purposes underlying fraudulent schemes 
and practices. ■ 

To list and give examples of the most frequently occurring fraudulent . 
practices. r 



Learnej^ C> o mp o t e gc i o s : ( 
(;ivo a cleL'Lnition oY "consumer fraud". 

Give a definition ol "mlsrepieaentation" as It applies to making consumer 
purchases. 

Describe the tliree aspects ol a frauduleuL schomo or practice (tlie "pur- 
pose" » "come on" » and "liook or trap"). 

1. 1st at Least t^lght of the most frequently occurring fraudulent practices. 

Cite examplt^s ol those traudulent schemes or practices. 



IG 
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What is Consumer Fraud and Misrepresentation? 

Fraud can be defined as "intentional deception to cause a person to 
give up property or some lawful right." Consumer-^ fraud ik deliberate 
deception of /the consumer by sellers, manufacturers, and 4ther business- 
people. Clcisely related to fraud is "misrepresentation," a practice 
which may or may not involve deliberate deception, but certainly involves 
inadequate or unclear statements about consumer goods and setvices to 
the extent that consamers become - confused . These deceptions and mis- 
representations cause the consumer to give up and/or reduce oi^ or more ] 
basic consumer rights: ^ , ' ^ 

1. The right to choose , f ^ 

2. The right to be informed 

3. Tlie right; to safety 

4. The right to be heard and seek redress 
' , 5. The. right to consumer education 

Consumer fraud and misrepresentation takes place in all areas of 
business transaction, from the office to the home and even to the 
hospital, and occurs so frequently and unnoticed that it has become 
extremely difficult for. the average consumer to identify what practices 
are fraudulent and even more difficult to prove that they are indeed 
deliberate deceit. Over $40 billion is lost each year throiJigh fraudu- 
lent schemes, which averages out to about $639 per family.' It is on 
several of the most common of these that our discussion will center. # 

In discussing consumer fraud and misrepresentation, it is important 
to keep in mind first the purpose of the fraud, what the seller, manu- 
facturer, etc., has in mind for this practice to accomplish. Next, the 

come on" must be identified, that is the motivating factor, what causes 
the consiimer to fail for tUe deal (after simple greed on the consumer's 
part or some sort of emotional appeal). Every- fraudulent practice will 
also have a '•hook" or "trap". This is the element of the practice that 
lends Itself to trickery. 

When these things have been determined, then the consumer can learn 
how traudulont practices artuaLLy work and how to avoid "beinc taken" 
by tliem. 



\ 




I'BAir.'AND S WITCH" DEALS 

Purpose : A businessperson intentionally desires to" sell the more expeiTsive - 
models of a product rather than the" less expensive 'lower' 1 ine iTK)dels. 

The "Come On" : The product is advertised at an apparently low sale price 
in order to lure customers into the store. This 1^ the "bait." 

• . I • • t 

The' "Hook" or "Trap'* : .The well-meaning consumer intends to take a ivan-* 
tage of the bargain but ^ the salesperson almost always "refuses" tc sell 
the product and persuades the customer into buying a similar, but r ore . 
expensive item. This is the , "switch . " The "swit^ch" also occurs ^tien the 
salesperson says the advertised item was "lust sold out." ' 

m -J 

Exam ples. : Oi>e man hurried clowV to his nearby car dealer after seeing 
a commerc^Lal on television that advertised a used six-year-old model at 
$500 under what it probably should have cost. (The "bait.") The salesman 
said, "Unfortunately, the car was sold less than one hour ago." The 
consumer^ aft^r some discussion, finally purchased a similar but more 
expensive vehLcle. (The "switch.") 

Another example of "bait and switch" involved Sears, Roebuck, 
and Company who advertised a portable zig-zag sewing machine which s.ewed 
on buttons, made buttonholes, monograms, etc., for a nation-wide sale 
price of $58 (the "bait"). Wlien the homemaker inqu ired abouVt^the sewing 
machine. Sears salesmen across the country used such replies as the 
machine was noLsy, difficult to adjust, did not sew buttonholes well, etc. 
Others were told the guarantee, on this machine was not as good as on the 
more expensive models or that there was a long delay in delivery for the 
machine on s<'i I e . The cus tomers' were then encouraged to purchase higher 
priced sewing mactiines (ihc "switch"). The Federal 1rade Commission 
invest i ga t(Hi these sales and obtained a ctMisenl - order from the company to 
refrain from "surh .i deceptive practLi*e. 



lINORIMaU'lI) MHR(:iL\Nl)TSi: scHKm:s j 

^'VL^r.^\-\*^' • Varieu.'^; i\n.-. i ut'Sj;* -s , iMiarLtLe:> in particular, send merchcuujist^ te 
a consumcM' withi)ut liis or her prevli>us requt>st ov t'onsenl , hoping that tiie 
censnmt^r, out oi' a sense of i)hligation, will either pay tor the merchandise 
ov make ,i dona I ion . 

^^l*' _".^'^^"^>\ (-onsumers rt'ceive small 1 t tMiis , suclC^-'^ ki'yr Lugs or c.alendars 

aeei>inpan ied hv h^tterr. nrging I Iumu to huv a certain prtxiuct frem that 
company ov \\h\kr a (ii>ncitii>n t t> that t,)r gan i zat i on . Sc^metLmes C.O.D. (cash on 
(h»livt»ry) parcuMj; are addrt^sstnl to c onsnnu> rs , or (he I r fleee'atunl relat ives, 
total 1 V uUi) rde ! ed . . > I 

The "lh)ok" i>r "ircjp": Tlu' lonsanner tficives the meii-hautii st^ anil eithei^fel 
tliat he inu.st pationl/.e the I i ii.i i>r leturn the luiordereii liierchand i.se . In^lie 



case of the CCD. parcels, tUo consumer" is of ten/* ^V^^sured " into payment' 
by the delivery person only to find he has paid larg(^. sum for worthless 
"jurik." The company is playing on the fact that the consumer does not knoy 
that shipment of any unordered merchandise, other than free samples (marked 
as sucli), and small tokens from chariteble 6rgan izations asking for donations, 
is Illegal and the consumer has the right, to consider it as a gift. 

Examples : Tlie National Federat ion of the Blind came under criticism of the 
Better Business Bureau for sending heckties to hiii^dreds of consumers with 
requests for donations. Consumers, feeling' tlvat this gift was of much " , 

greater v^lue than the ordinary token§ .recfeiVec! froiti charities, felt that * 
certainly, if they planned to keep and wear . the . t ie , they must send a 
donation to the org£lnlzation . /v ^ ' 

The husband of'the Tate Mrs. Lois Barker received c\ C.O.D. 
parcel addressed tv his wife shortly after her dec^JtJr.' Tliis being a very 
emotional time for Mr. Barker, lie could not possibly return to the sender 
something that his late, wife liad apparently ordered. After paying the $17 
bill, he 'opened the parcel to find a cheap pl4astic trinket box, certainly 
not worth more than 59c and 'not an item that his wife would haye ordered 
at all. Mr. Barker had clearly fallen into an unordered merchandise trap. 



r 



CHARliy RACKETS 



Purpois^t': I) I-^luines t, fake, «nicl m-casLonally well-kni:>wn cliari table 
organizations t)htain contribiit itins which often p,o to the "high" salaries 
ot pt'rsonnol ant! fc^ otlior uiuiceounted expt'iise^; . 

Tli.e "Come (hi": Repii^sen lat i vt^s uso omotit)nal appeals to gain sympathy, 
from possihlr douors . Often tlio i r I'redentials seem vi^ry ly^^ttimate and 
tht* name of I lie oi>',au i t Lmi seunds familiar. Of (.'ou rse , ^ 1 hey uige (he 
contributor to make the donatioti as soon as po.ssible. ' ' 

f 

Llu' "Hook" or "I'rap": Most people are naturally t rns t 1 n^^^^ o f those asking 
for (Miaritahle iu>ntr i hut ions and clonati' in possible. It is only later, 

if ever, when financial .stattMiients of the^fe o i gan i /a t i ens are i nves t i ga t ch! , 
that they are (Dniui to be- f raud uJ e ii t . lb<' consumer rarely finds out th^fl 
lu' 1 fake charity. 

CM ten vniorLlered iiie r c hai;Kl i s<^' such as keyiings aikl ealeadar.s 
are sent w i ( ii appeals for dona I ions. I'lu'-se are iut endi'd to give the consumer 
a ftH^toing o t" obligation to donate ov a reward for his tlonallou. 

Kxjimples: iMiillip Coi'diMi, n p ro f es s 1 ona 1 f und- r a hi i n^, consultant, ^'sta 
hllshed "The United l-i reman I'uivd , " an n igan i za t i on sup[iosedly dtwelopt'd for 
the purpose of giving aid to the widows ot firemen killed ,ln the line of 
dntv. Aftei- twi> years t)0() had been r\is>ed. (Hit of this, $<^)(),00() was 

paid toMr . (lordon and the i-einainder was dl voided between actual widows 
and "the execul i ve dlrei lor" ot llu* t und (ag^^ln, (loidoii). 

The National tlaiuer HosiMjal yiH)le the similarity ot this 
namt* to the AmtM'ican ('aiuer Society) LolliuM^d donations ot $618,000 I rom 
euiisumi^rs. $268,000 of tli Is sum was paid to a profess Imia I 1 und raiser, 
while another $187,000 was "uuatn^ oun t ed tDr." fhe remaininy^ $16^,000 went 
to t lu» "hosplt.i!" wh i i;h t urnetl out to be nontax i ^J I ent . 



■ ' ' "^ HEALTH SPAS MP DANCE LESSONS . . 

L ■ - ' ^ ' ' ^ 

Purpose : Health spas and dance studios, offer "special" inticements to .try* 

to persuade consumers to sign a contract for a seri'es of^ lessons or treatments 

Tlie ' Come On " : Advertisements for. such instruction use claims to make life 
mor'e "exci t in^" thrbugli a physical fitness program - and give opportunities for 
meeting new people to lure customers. -Instructors sometimes offer a free 
figure or dance analyses or take uiif la,t tc ring ph'otogrjc^phs of their clients to 
convince, then of the need for the leseOns or sessions. 

The "Hook" or "Trap": Witlvs^he promise of tliis "new life/Vt^ie consumer signs 
an expensive contract -for a c^-t^'tr- total nOmber of sessions. Of^en the con- 
sumer signs up for more lessons than he needs or could possibly mAke use of. 
He or stie often grows tired of the lessons but is unable to get an^ of the 
money back because of tiie contract. Wlien the lessons do^un out, the iniStruc- 
tx)r tnay flatter the consumer with an award or piiotograph -lEjraphasiziug any im-' 
prov^iments made in an attempt to hook him on another series of lessons or, 
sessitins. . * 

E xamp les : Mary Ann Price ^ single aAl slightly overweight, saw, an advertise- 
ment for ex<?rcLs« lessons at a local liealth spa that guaranteed to "tone up 
sagging muscles so that life can be an exciting adventure again." A free 
physical fitness analysis was offered. Mary Ann vis tied the Health Spa. 
While tliere siie was weiglied, measured, and photographed. Th^ instructor said 
that with a little- w.ork she ctnild be a "new person." Ln. dreamy excitement, 
Mary Ann s i gne\l a contract for one year of weekly sessions for $400. . After 
a few weeks she realized that sht* could Just as easily cgntinue tlie 
program on her own, l)ut the $400 was non-refundable. At the end of the 
thi> instructor compared new measuropiont.s and^ photographs to convince her of 
tho imprcwementhi she hatl matlo . Since Mary Ann had already decltled to ench the 
sossLcnis^ she ilid not buy the Inirgalu t)ffor\ft)r addititinal sessions. Slic saw 
Mircnigh iho plan atul tlldii't want, to get "h if " LwJ^c. 

Jim and Judy l.omion enrolled lor a $20 two week 'dance ^burso at "Alberto* 
Sclu)X>l oi Dance." At the completion of Llie lessons^ the instructor had a 
danci- contt^st tor the students. .Mm and J utly v^/o re t%ie of the "lucky" couples 
that the instructor s a i il to have real talent. He ev/en hinted at tiu* *poss I b 1- 
lity ot the hondtMis becoming [i ro f ess Ltiiuii tlancers. llakeu inMiy thif^^ tjie' 
couple signed a credit contract I $'330 for .in addytii>nal six mont^is- ".Advance 
course." riie Londi>ns were surpriseil to tint! t liaL^>*fios t, f llu^lr claSiVliad betMi 
"pitMuot tul" to the. advanced class siiJ--^TWA.lUii....i^''^1 i /t'tl that "Alberto" was a t t c> r 
monev rather t l\an (alent. ' • , 




CON iJ'isrs AND I'Ki'j*; CI I'^rs 



Purpose: • MiMi'hants aiul h u^J i mvss pi> rsou; i will often u?;e t lu» inviting idea ot 
I'ontests /uul t rei' giilf; as tactics to iiureaso Miei r sales. 



The "come On" : ^ consumer may be notified by phone or mail that he has won 
a- pri»e in a contest; Or he sees an advertisement offering a free gift at 
a certain store. This, of course, encourages the^ consiimet* to corresptjnd 
with the company or go -to the stare. ' ' " \\ 

The "Hook" or '.'Trap" : Now that the bus inessperson has establishe^d the de- 
sired contact with the consumer, the actual details of the contest- or gift 
offer are made known. In orddc to claim. the "prize," the consumer tnay have 
to listen to a high^press ure sales pitch -for dnother more expensive product 
first, or perhaps make a purehais^ from the compapy. Chances are the* prTze^ 
will not be Vorth the effort spent to get it. la 'tiie j::ase of the free gift, 
it is of ten free only wit h the purchase"^of a certain pro'duct or ampunt of 
merchandise and again, may not be' worth\he t^iraey. t rouble , and money the^ 
consumer spends ±n order to take advantage of the '^'of f er . " Misleading ad- 
vertising is the key factor in these i^ieail^. 

Examples : Jane Simpson, a housewife from Richmond, w'^fev not if icd that lie'r 
name had been drawii as the winner of a free trip to Florida. Lcstj^tic at 
the thought of a vacation, she aod her husband took ofT,^nly to find that 
.the trip was part O/f a gimmick to sell land in that area. 'Thus their "vica^ 
tion" was dampened by a variety of high pressure sales pitches,, and upon 
return they found they had spent more in expenses themselves than t'hei trip 
was actually worth. ^ ^ 

A .merchant advtuaistul a *48-piec*e set of stainless steel tableware as 
included free when a couple bought a 120-piece set of dinnerware. Bob ai)d 
Helen ^^ith thought they were really getting a bargain when they made this 
purchase)). Later Helen" priced similar sets of tableware and dinnerware sepa- 
rately and found ttiat the price Dhey had paitl for the ' dinnerware had been , 
marked up to Lnciude the cost of the ficitware. Tiiey still had^ the merchan- 
dLso but wei'e d Isappo in t e tl to fimlthat the Items liad het»n purchased under 
such false pretenstvs. 

After answering a simple tiiu\sti(>n over the phone, hLiuhi Jt)hnson founds 
herself liV hr the wiiuuM' of a lu^w sewing machine. She uciM to ihc achlress 
given her by the man she had the telephone f^onversat ion with to c*Laim her 
prize* When she saw t lie. maeii Lne she had won she was disappointed to f ind 
Lt was not a porf:able motle I 'and was Ln a ItweLy $110 cabinet (whj.ch was nut 
a part of her wihnings, t> f course). Stnt:c' the machine was already installed 
In this cabinet,' she iliil wot l>o(,htM^ to havt^ it. removetl and went ntiead uii\\ 
the purchase. She hail Wi>n 'the maehiue, hut had been rooked into an expen- 
sive purchase alon^; with it. 



I'lU'.f: INSPKCnON DI'AI.S r 

^^L^l^/'*^^*^' • -^-^ompanii^^^ .sell thr^ir predui^ts by having; ri'pi-estMit at i ves recomnieuil 

that the ln>u.selu> lil is in cKtrtMUe need ot whatever that prptlut^t or fU'rvice mav 
l>o. 



^'J^^' "c*inne (hi": The '^>ep rcfUMi t at i ve i>tfer^; iUc uiisu.sptMM iu).'. lu>ll^;ew i 1 , et,c. 
an absoiutiMy tree Inspection ol tlie hou.si* or an appilancn>, luMtiug system., 
I'hlmney, etc. Sinei> t he •i'nsi>in f it)n is -tree, the ii^nsumiM- peimlt.s it, i\hM Ing.^ 
ft i*oiiltt certiilnly do no liarm. 
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The "Hook" or "Trap" : The repj;:^sentative almost always finds something "wrong" 
withth^ house or appliance and sfrongly suggests .that repairs be made. Of 
cQurse , the inspector has the /Solution to the problem readily available. 
Since the product ia question Wisually involves home maintenance or protection 
(such as furnaces"^, pest control, ,fire protection, etc.), the, homeowner reacts 
:^quickly, often without further .'checking into the matter or getting estimates 
from other companies. Thus, expensive and unnecessary products and services 
are purchased. 

Examples : After a "f^ree" inspec|d©n, a. ligh tning-rod salesman convinced -a 
Virginia- farmer that his fcirm bMldings were not adequately protected ftom / 
fire caused lightning. He also told -him that -^Ls f-arni was not within the 
area served by the local fire, department. The salesman not only had the 
rods readily available, but was prepared to install them as well. The farmer, 
could have purchased the rods himself for $200, but the bill resulting from 
Che "free" inspection was $:i,500! j ' , 

Mrs. Alice Martin permitted a salesman of heating systems to inspect her 
present furnace, free of charge. After quickly examining the furnace,. the 
salesman reported that it was in b^d need of extensive repairs that would 
probably cost more than installing a whole new system. He also cautioned 
her of the danger of an explosion if the situation was not soon corrected. 
A sales pitch on the virtues of the heating system he was selling followed. 
Mrs. Martin replied that she would have to talk the problem over with her 
husband before signing any contract. Wlien Mr.* Martin came home from work 
that evening Alice told him of the incident. He promptly called a friend 
who was also in the heating sys tem /business to come inspect the furnace. 
Tlie Martins foui/d that they did need their furnace cleaned and a new filter 
Installed. Th^de repairs amounted to $8, in contrast to the thousands of 
dollars they would have sptnit it tliey had signed a contract with the doov- 
to-door sales-man. The Martins were lucky that they did not get bitten 'by^ 
this deal. ^ . 



'HLGH liALl." AND "LOW RAM/' AUTO DfALS 



?u^rj)ose: Both the "high hall" and the "low hall" are ginimic-ks used by 
automobile sa 1 espi* rsons in ordt'r en I ice shoppers Lntt) becoming buyers. 

The "Come ()n": In the.l'hl^h h^iLl" deal, the automobile sa 1 esir/^rson spots a 
shopper and offers lilm an "extra high" tiade-in prict' on hl.s present . 
'}l\\c Jixju ball deal Is an cW fer, whirh Is soon retr<icled, of a price apparently 
Just above facttirv cost on a nt^w cai . 

TJL^r /^^l'^^.^'K''_._^^J_ JJ,^^^^^^^ vl( tlm ot tlie "high ball" buys a.-uew car and is 

charged high prices for a varietf, of extras on the car. in this way the dealer 
makes up the profit ht^ 'Most" on the trade. This deal could also take^the 
form of "Buslilng," whoir'the dealer g(^t ^; the car with nnprderci^ (^x t ras and 
the buyer wcurhl rather pay t Or them than l)i)tlier with ri'ordi'i; tug the autoinohlle. 

. Hie '"low haU" victim (K'cides that lu'^ls glutting a roal bargain on t l»e 
al)iu)rmnlly low prh-ed auto. He returns to the salesman really to ch^so the 
deal; but tiu' salesman say?; that he is very sorry hut he in<ide a "mistake" 
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in the price he quo t ed- ea r 1 Ler . Since the buyer Ls tired of shopping at this 
pc)int, (if ten he goes ahead with the purchase anyway. 

Examples : Charlie Walker's hobby was "w Lndow-shopp Lng" at automobile sales 
lots. C)ne day a salesman at a lot eyed Charlie's seven-year-old car and 
began persuading him to trade by offering him $300-$400 more than both knew 
the car was actually worth (the high ball). Charlie had spied a new car he 
was interested ' in , so decided to tra^e since he was getting such a great 
price for liis^old car."* Oi course the dealer could not afford to go through 
with ^uch terms, so before the deal was tMnalLy closed poor Charlie had been 
talk-ecl into several hundred dollars worth of extras on tlie car that he 
neither wanted nor needed. 

Au'e^X^inple of the "Low ball" deal occurred when a Nor^folk cc^nsumer and his 
family. talV.tHi a salesman Ln ta .sel .1 ing an ^ilmost-new Chevrolet for only 
$2,400 — a r'pally 1 (tw price. The salesman wrote up the contract and went 
to find the manager >/ho must okay all sales. The family waited for his return, 
h'appy abcnit the gCH)d buy they had made. The salesman soon returned with thfi 
manager close behind, shouting at the salesman lind threatening to fire him/^^ 
The salesman apologetically explained tliat the manager would not okay the ' 
cou-t^act because- the pricc> was mi'Stakenly misquoted. , The family e.ndt^d up 
purchasing the au t oiuob i I e . a t only $2,8'>0.. , They retui'ued lionu^ feeling good, 
aboil t the prii*i^ ^lu'v Ik-uI paid tcir t lu^ t i ne car and also glad they had been 
able lo help the nice salesnuui out of his predicament with the manager. 
The (ItMler was pri'tty happy too as he 'had made an extra profit of $200 above 
the iiKirke't value ot ihc car, which was really $2,riS0. 



AUrO RM^MK i'KAlIDS 



I'urpose : ^ Auto re[Kiiinien ^Ul'rea^u• Lheii' sales, and rarniui'..^i by usiu^\ such 
tactics as m i sd i agn^)^; i ng , ulUleec•s.^;a^v in-paLi-s, u^;ing second-hand parts, 
and ovc I v'ha r i n^'. . 

^^'l'*' Ihere are many types and variations ot auto ri'pair t ratuf, 
but in mo^>t t\ises ( lu* autcMuobilc owuc^ k de t rr t a t.ii>uble ; i giia I autl ^».oivs to 
a garage or si'i vtcH* stat imi. Ihe ropaiiniau diagnoses the prohleiii and tt^'Vs 
the owuor ho will givi*. him a vimv roas onab 1 c . p r i ce . A co.ntiact estimating 
thi' eost ol till' wcMkv^is drawn uj) tOi the customer t t> ^; i j;ii . 

The "lhH)k" cn "i'rap" : Ihrcnigh ^li^; own hud< ot i ii t o rma I i on , lime, ov aicess 
to aiuMlKM ii'paii- ^dlop , t ho cu^;tollUM■ signs the contiaol. In nianv ca^;e.s , 
only <i iiiint)r ri'pair was luuMicul but oxtell^;^ve H'pairj; (whioh may iu may not 
havo boiui made) are eliargod ten-. Sometillle^; a repairman will cieate other 
probloms whiK^ woiking on the auto. Ove rcTiaij; i ug. iov labor and extras 
sueh as luhrioaut^; trenueutly tu*cur along with the use oi second haml paits 
at new part prices. 'flio actual eos.t may well i^KCi-i^A t ho estlmat.e but ^;illoo 
the repaiis havi* been made I lu> ^u^■;tollKM is (rapped into paviu^\ the I) ( 1 1 . 
lav or i te t raps set l)y. aut o re pa i i men |>ios t t i ecj uoii t ; 1 y diM 1 w i t h hat t e r i i\i , 
t ransiui ss j ous , brakes, and jdu»ik absorbe i s . I7 anch i vSo^; s pec i a I f /. i 11 g in a 
certMi|i t^ype ot repair, such as mutt lots, a U;o have a hi ^-h incidence ot ^ 
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supplying maLerial^ and work at outrageous prices'. Adve rL i s.einenLs for 
these repairs emphasize ilie time anrd conveuLeuce factors to lure unsus- 
pe^iting consumers. . . ^ 

Examples : Ann l)avLso\i had not heeti able to ^^et her car starttkl for the l.a^^t 
three mornings without being "boosted". ;^he finally took the car to a 
nearby service station where the repairman took one look and i'^tantly con- 
cluded that she needed a new battery. He told Ann sfie was' "lucky" as they 
jusL liappL-^od to be having a "special" on b^attcrtes anc| hi' would • lus tal 1 
it for her for "only" $46. Convinced by tl^ls ami glad j^he co^ld^ take 
advantage the "sale", Ann permitted the repairman- to rwplace her battery. 
Later a neighbor examined the replaced battery and told her^that it merely 
needed the termLniih; cleaned.' 'She liad been sold an unneeded part, ^ frequent 
occurau\:i* in^autJo rei)alis. This is a s i mp le exampU", [)UL t')tlu* rs • lifvo 1 ve 
mucli, more extensive /inil cDstly refiairs. . 

k ' ■ ■ 

Boh Segcil suspiH-ttul a trausnnssiou i>rol;Lem in his ear and took it to- 
a nationallv known franc:.hLsi' L r ausiuiss I ou business. "i1u; r epa i rman estimated 
a $r6() repair job on tin- car. It seemed reasonable to Bol) so he signed - 
contract for iiUo Work to clone. A f ^.w . days .later lU)h returned to get the ' 
e<ir and re^:eivi^d a l> i'l for The repa i rni<ui; h<u^ not ut)iitied Bob of Lhi-f 

"cK't r<i" >ilS{) nVcK>d. InquirLUg. al)tnU the addetl sum, Bob wa.^; 't o 1 d that they 
had tound $ LM) i^) rt> rep 'u rs needed than t hev had' e xpe u>d ' ai id the retnalniug « 
$ K) wa.s tor "shop ehargt*s" (extra bolts, lubrieauL, etc.). Bob wus very > 
disapptM'nled that he hatl not shopped around since t [u- reasonable est imate 
hatl tunuul into a,'<'v>stlv and ciue.s t^d oual> 1 e diM 1 . 



i)OOK- l ()-l)tH)i; SAll'S 

l'urpi»sr: iUu> 1. ' fo d(u) r . s a 1 espe rson;. jisV- various leihul\^ues o( h i ^'Ji - p ri'.ss ii n' 
st*lliu)', ( (> pt'l^olai^e ec>usiUners to buy pfodui.ts that t hev do tuU uoi-d or w i 1 ,1 
liki^lv no\.'(M- u.;;e . Otteii tlicsji.' produet.s are oviV-p r i cid , ot poor qua! it v, " 
oi are orilert'd aud not r eV i veei! . ' 

"' ■ ^ • . . . 

liu.' '''riune : [W>ok::» ma ^'.a^'i ii» 's , o iie y e 1 opt d i . is , Biblos, riewiiij', niaeluurs, 

va<-uuiu i;fe.lu»Ms, aiul^ other Tixuiseholil ^ati^'.els a ro t avoi It e products oi dt^o • 
ti»-iioor j/fi 1 i\s pe rsous . lhc\se .sa 1 er; pe op 1 e usV t rei; demoustrat (ous or v.amples, 
int.eii?;t; eiTiot iiMKil appeuls, syiupathN plav-'5, iVitterv ^uul eoiup 1 i mcuit , ex- 
treme f r i end I i uesr. , uud h<ud~;;oll sales [) re.s eli ( a t i i>us to porsuade cousuiiiers 
iutii l>uvin^^. . SoiUe :;a 1 i\spe rsous ]nise a.s I ak i ul\ a survey auVl uj-.e 1 ht' iutoi 
inat iiMi obt'aiiUMl l\^ either >'.e t I he i r ^'lool in It he door" oi to j;et i lie eousuirn'r 
lip a visi: t i om a hard-sell : a N \^Vnia u . \ 

The "Hook" or "I'rap": ^Consumers tall t o r-rh^*— *#a 1 e s tactics ami make these 
pureluisi's hastily without Kiviuv; dut> eoirsidoial i ou to i ho ir'u-, uoed, [mIc, 
auilqoalltv o| t ho [>idduel. Contracts aVo sij'.iusl without tcadiu^'. |/nll 
dt'tails and toi\suiuois a\c olten' uuawai\» o! (hell lej'.al ii)\htr. |>o r t\ i i u i u); to 
din)r I v> dooi' r;a,les. I'heietore, roiisVuiiors aie i htsit e«l out ol many do I 1 a i s 
liv purihasUig pool quality, lil)\h pilecil, oi uuueee.ssaiy items. Cent lad's / 
are slgueil lor iuaj\a/:liu* s ub s e i i [> t i ous and book rlubs that vl ar ^'kcihsI t lie 
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reaebnable time lengths consumers would ordinarily wish to receive auch 
materials. Somet imes ; tlies^e inatreiritt^'-t;^r^^ paid jtor and never delivered. By 
committing themselves to long term c rodi t]^ payruejhts , this additionally raises 
the cost of the p^roduct. ^ I 

Consumers do Miot realize that, according to Virginia law, any purcliase 
ol- over $25 made irom a door-to-door salesperson can be canc<r:lled within 
three full tkiys '(not counting Saturday 'and Sunday) after the purchase was 
made. Wlien the coilsuiner notifies the qompany in writing of his desire to 
can.cel the contrac't or' purchase, tl^^ saiesperson has ten day.s to r^fimcl all' 
moni^y and/or trade-ins and the consumer iias twenty days to send back tlic 
itenis^to ihc sai,espe rsou . * 

Examples : Marilyn ^)ay answered llie doorbell one morning to find a handsome 
young iiiiu wishing to show her samples from a sot of encyclopedias. Slie 
LiivitedMiim in and he explained to ht^r^the fine quality'iW: the books. He' 
poinLcul out tilt! many uses tliat lie was surt^ lier Miteiligont children woulil 
find for the encyclopedias. Along with the books, she would receLvt^ a , 
di^ctionary and five yearly supplements to the set. Tliis offer was for a 
limited time only. Biacomipg more and more convinced , Mrs Day asked the^ . 
salesman a few questions about himself.' He claimed to.be wcirki^g his way 
through college aiul was really" in need of customers for iiis fine educ.'Uiunal 
jutuluct . This wa^^;" the clinchei . Mrs. Day could not resist tlie deal and 
Also the opportunity to lielp him and s igne^l a contract for tlie 'books to be 
shipped to iicM . Mrs. Day had no previous intentions of purchasing encyclo- 
pedias and iiad not disgussed the m^itter with her children. In the months to 
come, she foun^her children used the encyclopedias provided by the i c sciioo I 
instead i) f tiu^ ouos at homt^ just about every time' tliey evtM- neecletl ,t.h*em. 
hater, .the lii-;t veariy suppieuuMU arrivetl and she ftmnd ho rse.i f bo ing b i .1 U'd 
. $20 oi t ht> [)ook. La coin^Kir i n^\ prices paid iiy am^tJier ne i glibdV ; * Uie 'f (iund . .J^iu 
'Jiad i>aid :^ U)l) imu-c than tho set was actua 1 I y ' wm^tli: - ■ Mak i ng s uch'' a ivast,y aiYtl ' 
. uiu nl ormod; putchasc wa.s tiaiLv a luis-tako iiiit. =is\a vetv typii^al situation. 



Ani>thci hous'cv>; i 1 1> permit led a .'.a lesiiian t i> dcMiums I ra t.e 



a new iiuule 



Mewili^', uKiihiiu* [or \\cv in he v home. I'he madiine wajj a deluxe luodcl, \ 
.sewing b ut I I mho J c's app I i t[ ucf; , . hum io^\ lanu; , deeoiMtiVe i^tielicv*^; and . 
The salesm<ui iiuide It all look so i mp 1 e t liat slie couitl not resist the 
temptation t .o have one o4 her own. fie also assurtul her that :;lie was 
get t inv; an excellent deal on the iiuichliu^ as she , had hetMi i)ue of the 
hon.sewivef. speilallv selei;^'(l tor him to visit. iMie ot the eouveniences 
of the [>ur(^hase , he .".aid, wa.s thai .^:he conM call him hack to.hei hniiw 
li>i I'.epaiis anv time. Indeed .sht- < on I d , and ilid. i^i t he aver,age t 
mu^t' a uiont h the machiue needed minor i cp.ii r.s and^ !ul j us t uient s , isudi eostiiip 

t rem S '.y.^ '^^4 So, sLu* hadiiVt pniiha:;cd sui.h a ^\reat machine aiul 
ii»'lthei had she t cu a "^'/u>d iUmI" imi il, I'lie ^lltteitawe \.'as ^^luni made ' 

up i n I epa i I s . 



CHAIN IvI'll-f.lxKAl, Si: 



TuipiKse: Sa li^spc 1 sons imiease t he i i cIkuuc wt iiialon^', a sale h-v haviiic, ii>n 
.sXiuh'i.s pjovlih' names ot t>t he i p ri ispc i- 1 i v e custeineis that he ini ^'.h t i-outait. 
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vl'he "<--ome On"^: A lOnsunKM' i:; lold by a SciLosperson tluiL if he or slie will 
give tho iiaiuos oi iriiMuls or iioiKh^^ors wiu) niLgiiL bo iiiLofesLed in the pro- 
duct,, a roliiud or partial discourit will bt^ givori on tht^ir. own purchaso.' 

lli^L -''lii^il^!', J'^.^; /'.'^'^'iyL?'' • riirouj^li inisreprt\stMaat ion the I ac ts of these 
rich^nies, the consume r bu L Ids up hopt^s^of getting l)ig returns on his purrhast 
by giving a large number of names for referral. iloweve.r> he later realizes 
that this was merely a pressure saies tactic and that he only receive^,, [vis. 
rotund if and when one of his ref(»rrals makes a purciia^t*. Maybe one 'or two 
oi liLs re>^e rrals ^w i 1 1 pureliase the product, t>veu thougli he may have given 
the salesperson tiie namt^s of 100 or more fritMuls and acquaintances, so lie 
might get a sma^H refun^d. The sales,person may not even botfier to check out 
any ot tiie re f^e rt'^ils . An additional problem exists when lie' checks into (lie 
price \liat he-paLd foV the product in the first place. He finds that it ha^; 
often bt^en raised subsaan t i :illy to compensate for Lhese refunds. 

Most consmn^s do not take tlu^ time to L If ink a chain referral scluune 
through. It they did, they would reaJi/e t iuit if the same, offer was made to 
very' many ether customers there would soon be no one i-n- tlic world left to 
rete.r> The pyramid diagram below sliows what tiappens. if the first huyer 
ju^^ivos- the saU\sperson ten names, those ten rustomei's each give ten Jadditiona 
names and so tortii. \i\ only ten step.-; awav 1 ronr t lie f i r.^. t buyer, vo\i would 
need moVt^ buyeis than t luMO ,are ju-opic in t lu world. It Im tot thai rc^.ison 
that I'haiii referral sfluMnes are illegal in many states, iuclndinj; Virginia.. 

1 U i t i a 1 t)uver ) 
M) Ui i s t en t r t er ra 1 s ) 
too ( tHii* i t i m rt- 1 r l a ^1 s 
1 .()()() ^ 

* ' 111, UOO ^ ■ ' • 

ti)o,(U)() . . ■■• 

I ,1)00 .()()() ^ 
I O ,000 .0{)() ^ 
\ 00 .000 .000 ^ . 

1 .l^i)0 .1)00 .1)00 (ov.M 0 . :; , ju^pu ! at li i ) . 

1 0 . 000 ,0('0 ,00-0 (ov<'h- world populat kmi) 



I. %aiiip 0 • ■, : I hai 1 li< ■ I- i ii r \ .'niip I * ■ ^ » I ( In ■ ■ ha in ! i' t e i i a I sa 0 ■ i , ' ' ■ - 

va»-ii^uin I Ira^uM saO'Si\ian.' I'liis prtnhul sismus I.miO i I 1 I \v'<' II Im (i^' 

. St luMiu' . I hfSi^lv i a I <>\ I am i I \' pn i rh a: ^» ^il a i t mO i a I \m i auni ^ I i • an i n ,s \'s ( ( • in ! lU 
>■>'> i. I h I lu* ho|'^'<^' thai I hrv rout it v;et si\ t>Mu.\i pi'i'ipN- (n buy so I he i i ap 
pliaiu** vv'onlil "-^lav ls>i i I sr 1 | . " Thr s a 1 es [ n a .s nn. ;p i t uni s» ' il lliai loi i.voh .-.ale 
iu'-iuadi' t 1 em ( lu' naiiH's ifteiird l>\ (he hinles''s\ Ihry v^i'ulil ii'iSMvM'\a ifislii 
^O ".i lOi) . M.i ( htsnal m a I 1 v p» 'ak i n p, , it t t.Mi ! ami 1 I es i-arh made s i \ i i I t**! i a 1 s , 
and Ihi'sr luaile allot hei s i t • 1 e i i a 1 s , llu'ir wou^ld hav.' t i> he 'fta),)t»0 la[nil>i»' 
in t lie y i r i II i t y p u t i' li as i ii p, v ar\u uir s v s l t 'ins i a t a diM l > a i Mi h pr i son I ^ p r i O i ( 
t i itiii t la* . I <• I I a I ^; \" s I I siK 

Till.-, salt'snian ^U»«'^' hi - iiThiiUpu- \v' i ( h *uliti ( i • 1 1 • \' i . i . ui -.I'l:. and aa t'Ou 
t«»'Uii- bii^ilrr as a ad iindr *>v.'i ,.a(Ul^.00l» ia I.mii vr.ii:.. lalei. (hi' ..mi 

I aupjil on. to (hi' 's hriih' sail hi' uM'. liiud ,.o,l)0() .ii,id • ; i n I isi i is I (o -.ii^r IS 
ii'^'iil lis hup I i soiuii<'ut not lio' this l t and . hat mail I i and ioNi»Mil riinn- ■ilu- 
ti.uidaleni iMpt'ir- wiM r si'at (hri>npji iU«',"iai I. 



PYRAMID AND PO Nzf ^^Ciktl^ S 
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Purpose ': -These iWestment schemes promise an unusually h;Lgh rate of return* 
in order to ke^p investors interested in the empty or misleading deals they 
are investing in.' 

The "Come QuI^ : . Both Pyramid and Ponzi schemes involvfe investment^ opportu- 
nities which^mphasize a v^ry high yield and a quick return. They may pro- • 
mise a "once in^a lifetime" opportunity or the chance to "get 'ih on the ' 
ground floor." llie pyramid sclletne is a business variation of --the chain 
referral deal. A consumer is offered a chance'^to "invest" fyy purchasing a 
number of distributorships to sell a certain product. He ih also given the 
right to sell these same distributorships to others and receives half of 
their profits. This entices the ccHisumer/investor aint!e he figures that his 
Investment will pay for itself quickly and bring irt/ additional high profits 
as well. Ponei schemes (named for Charles A. Ponzi, v/ho defrauded hundreds:- 
of inve3tor> in the •L920's) Involve a promoter who claims to have a, product 
or deal which will give the investor a qu(ick return in only a few rrfWiHs'. 
The early investors ijiako tlieir inv.(istment and actually receive good returns 
promptly. .Encouraged by this, they are easily persuaded to re-invest the 
profit and furtlier increase reLurns. Otiiers are Similarly enticed when they 
hear '*how wt^ll" thrLr friends are Uoing. lliis ptattetn of events occurrs 
over and over so the Investors teel they are really Vin the inoney." 

\ , • 

"Hoo k" or "Trap": I'he bottom__eventualiy faijsrout of both these invest-' 
ment deals. In the case of the pyramid scheme, the Lnves tors concent rate 
on selling d Is tr Lhuy<Srshipfl rather than the product. This l)rLngs about the 
same problem as tiief chain reterral scheme — tlie pyramid bull ds so quickly ■ 
that you soon run oht ot Investors. The chart ; below shows what happens when/ 
i»i x^illst rihuU)rshlps -He sold and tvuh oL those ' sel 1 s Lx mt^re in turn. Those 
at tlie top ot" the pyramitl will re ce IV' money quickly but those nearer the 
bottom t Ind It' Liupo.s.s ib le to prot it sci the,. 1 nves tme[U\s eventually dwindle and 
tiu- deal l\ills thiougii. Vir^Muia law proliil>its sneli pyramid promotional 
."it'htMiie :\ . . . _ , , 
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The "i at I h" behlml the I'oii/. I :ulu'uie [\\ that the inverilOrri think they are 
.shailn)^; tlie h I ^h |)io!lt.'< and liope to nu.ike nuM e , hnt In reality the p i o i I t do 
not exist. .I'he proimU ei has woiked out the sy.s t em so that he pays the, t\'W 
eai Iv Inveslois h i Kh returns anil most ot them a.s well a.s new inve^;to^s pay. 
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more money to the promoter. The money to pay the early, investors comes from 
the funds of the later investors. Since there is no trae source. of invest- 
ment income, the scheme eventually collapses. The promoter willv^ither dis- 
appear with all the "investments" or reveal- the bad news that the invest- 
ment^ went "sour". ^ \ . 

Examples : One of the well-known examples of tht? pyramid distributorship 
deal was that of Holiday Magic Cosmetics. This firm held "opportunity 
meetings" at which they used high pressure dppeals to encourage consumers 
' to become repriesentatives . There were four levels of distribution in the 
Holiday Magic dea^^ The fourth level, the general distributor, promised 
earnings of at lefflt $25,000 a year. To reach this level the consumer had 
to invest at least $5,000 in cosmetics to resell ta-«uh^istributors . The 
company handled all transactions on a cash basis^hd the investors were 
required to sign a contract relieving Ho ^.day Ma^c of . any guarantees of 
profit. Hundreds of consumers fell ^into this deal and signed such contracts. 
Soon there were mor6 distributors than there were salespersons to push the 
cosmetics. Thus the investors wer^e left with basements and garages full 
of these cosmetics and empty pockets. One man and his brother and sister 
invested $18,000 In Holiday Magic. After 6 months, they had made only 
$147. This firm was charged by the Federal Trade Commission with unfair 
and deceptive merchandising and investment misrepresentation. 

Robert Johnson, operating as Ridge Associates, was the promoter of a 
^^Ponzi scheme involving wine imports. Johnson claimed to have, a business 
purchasing "industrial wine" for use in the manufacturing of salad dress^.ng 
and other wine by-products. Many consumers were enticed into Investing in 
this scheme with promises of 30-100% profits in .only 6 months. of these 

investments were as great as $250,000. The investors were encouraged not 
to cash mature notes, but to let their profits accumulate. Johnson, it 
turned out, was not in this business at all as "industrial wine" does not 
exist. He had kept the scheme going by paying off investors who wanted out 
..of the deal with funds from new and present investors. 



LAND SALES SCHEMES 



Purpose : Dishonest real estate firms misrepresfent the facts in land deals 
so as to get higher prices for the land than it is actually worth. 

The "Come 0^" :' Vacation and .retirement, s ites are sold to out-of-state buyers 
on the premise that the land is in an ideaf location that is readily acces- 
sible to shopping areas, untouched by pollution, etc. The high pressure 
salesmen urge immediate action since the land is "going fast" and the promise 
of future developments nearby makes the land a wise inves tment ' as it will 
greatly increase in value (buy now4 ) These deals are closed sight unseen 
on the spot in the realtor's office, during a sales presentation in a restau- 
rant, or in the buyer's home. 
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The "Hook" or *'Trap" : When the consumer finally gets around /tC investigating 
or visiting his land purchase, he finds that the facts have been grossly 
misrepresented or "left out". The salesperson may have failed to mention that 
water or other utilities were, not available, that the land was in the midst of 
a swamp or desert, that certain liens were on the property (unclear titlej, 
or that the prolnised development of shopping centers, golf courses, etc., were 
merely proposed ideas. These "half-truths" are often hard to prove as fraudu- 
lent and since the contract has already, been signed, the unhappy land owner 
Is trapped In his purchase. 

Examples : The Hilton family proudly purchased Florida vadation land at a 
"bargain" price from a realtor who had visited Mr. and Mrs. Hilton at home^ 
Mr. Hilton, realizing that land at this price was hard to find, closed the 
deal that very day as the photographs and slides of the land were very con- 
vincing. That spring the' Hiltons traveled to Florida to viBit their property 
which' was described as "5 miles from Rainbow City" only to find that "Lake- 
side Estates" were surrounded by miles of impassible swamp with one road 
leading out 43 miles to the nearest town. The lots were such that building 
a home would require quite expensive engineering. So, in effect, the land 
was useless to the family and a total loss. In^spite of this, they had 
to continue making payments for another 2 1/2 years to purchase the product 
or face court action. 

The U.S. Department of Housing and Urban Development (HUD) in- 
vestigated a company selling lots Ui Lake Chaparral, a recreational 
subdivision in Kansas, and found that the company had sold lots in 
violation of the required developmental proper tjyreport they had filed 
with HUD. Included in -this violation was failu^B to keep promises 
made to buyers about paved roads and the water system. l^he company - 
was forced to make $35,000 worth of refunds to buyerj. In this case 
the consumer did not lose out completely, but there w^ere still many 
unhappy victims of misrepresentatii)n . 



WORK-AT-HOME SCHEMES 



Pilrpose : Companies advertise for consumers to do tasks for them in tiicir 
own homes, often for the purpose of merely sel'ling materials to these con- 
sumers rather than seeking their employment. 

Tlie "Come On" : Advertisements claim that consumers can make large sums of 
money right in their own homes at their own convenience. These ads are 
designed to be particularly appealing to housewives and elderly persons 
wishing to make some extra money. 

The "Hook" or "Trap" : Some work-at-~home ads are legi^mate, but many have 
a "catch" to them. Frequent ly , the consumer mus t send in some money for 
a kit or booklet that is supposed to give more details. When the consumer 
receives the , information and/or materials, he or she finds they must buy 
some or .all of th^ materials themselves and that they are responsible for 
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selling the finished product as well. In other cases, when the consumer 
returns the finished ^)roduct It Is "not up to standards"; thus > he or ^she 
Is stuck with the product and out of the' Jfteney Invested In It. Sometimes 
the "salary" paid depends on the "succes^' of the company. 

Examples : Mr. Clark, a retired gentleman wishing to make a little extra * ' 
money In his newfound leisure time, responded -to ads In the local newspaper 
seeking persons to lace leather goods In their home for a commission. In a 
few weeks^he received the pre-cut materials and the Instructions for lacing, 
of course, he had to purchase these materials from the company. Following 
the instructions, Mr. Clark Completed the leather goods and returned "them 
to the company. Later he received a notice that payment for the work could 
not be made as the finished products did not meet with their set standards. 

Another work-at-home scheme involved Lucille Workman, a middle-aged 
housewife who answered an ad to address envelopes for a aomp^any to send 
advertlsments to consumers. Lucille was sent a mailing list from the com- 
pany and had to purchase the envelopes herself. She returnedi the addressed 
envelopes to the company and waited for her salary. After several months, 
she received a reply from the company stating that the advertisements mailed 
in the envelopes had not increased the sale of their product, thus; they were 
unable to pay her for her work. Not realizing that this was a condition of 
the agreement, Mrs. Workman was "taken" by the scheme. 

'V 
c 

"GET RICH QU ICK" DEALS 

Purpose : "Get Rich Quick" Deals involve an advertiser who claims to know 
a secret to becoming wealthy very quickly. The durpose is to encourage 

consumers to send for further details ^about the deal". 

• \ \ 

» t 

The "Come On" : The further details are not clear = the promising ad- 
verCisment , but the consumer is often asked to send money regardless. The 
deal sounds especially inviting. 

The "Hook" or "Trap" : The trap is that the consumer sends in money for 
further information, no matter how worthless it may turn out to be. These 
glamorous ads, found in newspapers, magazines, and received directly 
through the mail, usually result in paying from $1-20 for a book or pam- 
phlet describing some "get rich quiqk" scheme, ^new business deal, attitude 
change method, etc. Such an ad often contain^^ (1) lavish claims about , , 
results, (2) testimonials from others, (3) a clause saying "anyone has an 
equal chance for success", (4) the details of the deal are "sectet" until 
you follow the directions in the ad (usually to send money),' (5) the offer 
claims, to be "something different", and (6) the advertiser claims an un- 
selfish motive for sharing his "success." 

Examples : One advert isment using the caption "At Last , The Secret But 
Legal Way To Get^ Money", asked the reader to send $3 for details. Tlie con- 
sumer received two booklets, one giving ins tructions ^on how to sell bill 
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collection form letters through a mail order/ business , and the other de- 
scribing a "magic formula" called "Coopudoolu" (this actually means 
"Cooperation Under the Divine Order of Living and Union"). 
4 ' ' 

Another ad read "Get Rich with Secret Law that Smashes Debts and 
Brings You $500 to $3 Million pash" resulted in consumers paying $12 for • 
'the advertised "Debt Survival Kit" which included a booklet on "Dynamic 
Image", describing various schemes from starting your own university to 
details on "how to disappear completely." The authors of this one were 
quick to add that they neither guaranteed or assumed^^responsibility for the 
use, of the contents of the book. * . 



"BANK EXAMINER" SCHEME " 

iPurppse : A person posing as a bank examiner involves innocent consumers 
in his schemes to steal bank withdrawals from them. 

The "Come On" ; The phony bank examiner telephones a consumer seekl^ng their 
assistance in catching a bank teller that is suspected of being dishonest. 
Since the consumer feels it is his or her duty as a citizen to help capture 
this offender, he or she willingly follows the instructions »given by the 
"examiner. " ' 

The "Hook" or "trap": The "examiner" instructs the consumer to go with him 
to the bank where the dishonest teller works and ask the teller to make 
some sort of withdrawal transaction for him. The consumer then hands the 
money withdrawn over to the "examiner" for counting. Before the consumer 
realizes what has happened, the phony examiner has disappeared with the 
money . 

Example: Irene Campbell, an elderly Lynchburg resident , received a telephone 
call from a man claiming to be a "bank examiner" stating that he knew her 
to be a patron of his bank. He asked her to assist in the apprehension of 
a dishonest teller by accompanying him-to the bank and drawing $500 from her 
savings account. Mrs. Campbell agreed to this, withdrew the irtoney and 
handed it to the "examiner" to count. . But, at the sleight-of-the-hand , the 
examiner quickly stuffed the bills into his coat pocket and ran out of uLe 
bank. Mrs. Campbell was too startled to cry "thief" until after he was 
already out of sight. The "examiner" .was nowhere to be found and neither 
was her $500. 

* 

John Bowman entered the bank and was approached by a man claiming to be 
,an undercover bank examiner. 'Hie man quietly asked Mr. Bowman if he would 
go withdraw a sum of money from a certain teller as Lhey susi^ected the teller 
of withholding funds. The "examiner" reminded John to be very secretive 
about this action. Tlie man had a seat in the lobby while Mr. Bowman made the 
transact ion. Bowman withdrew $1,000 from his savings account and returned to 
tlie "examiner" to have the money counted. The "examiner" Look tlie money and 
wrote John a receipt for iL.' He th^inked him for helping in Lhe i nves Liga t: ion 
and told him to reLurn to the bank the next day, after Lhey had apprehended 
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the teller, and cash in the receipt to get the $L,000 back, John went home 
and returned to the bank the next day. When he tried to cash the receipt, a 
bank^ of f iciai told him there had been no such investigation and the receipt 
was invalid • Mr. Bowman had lost the money completely. 



THE "PIGEON DROP" - 

Purpose : This con game is actually a form of outright the*ft, taking large 
sums of money from unsuspecting consumers through -purposely involving them 
in a' lost and fv>und incident. 

The "Come On" : There are several variations of tricks used to "pull off'^ 
this scheme, but the game usually requires' two operators. The first "con- 
artist" i.nvolves the victim in polite conversation while waiting for the 
isecond "con-artist" to appear. Often one of these is a woman. The second 
"con-artist" pretends to have found a large >§.um of nioney in a paper bag or 
envelope^ and attracts the attention of "Con-Artist" #1 vand the victim. 
The three try to decide what to do with the money. One of the con-artists 
claims some affiliation with an attorney and pretends to go seek his advice. 

The "Hook" or "Trap" ;. The con-artist returns from the "attorney" (who 
really does not exist) ^nd reports' that they can keep the money. He adds 
that ^t would also be wise for each of them to put up a sum of money in 
"good faitb" in the attorney's safe. This is to protect them if someone 
learns of their finding the money. Each of the con-artiSts pretend to draw 
the money from their savings accounts and then accompany the victim to his 
bank to do likewise. The victim usually turns over. the money for one of 
the con-artists to take to the attorney. Later the victim finds out that 
there was' no "attorney" and that his money is in the pockets of the not-to- 
be-found operators. 

Examples : Roger Dawson was sitting in the park when a man calling himself 
Ed White approached him and began chatting. Soon their attention was 
turned to the excited cries of a man close ^y. This man, Sam Johnson, 
said he had found $30,000 in a paper bag under a bush. He assumed the m^ney 
had been gained by illegal means. He said that since they were in this 
"together," they must decide what to do. Johnson said he worked for a 
lawyer and he would go ask him^for advice. Upon return, Johnson reported 
that they could split the money, but they must each put bp $3,000 in the 
lawyer's safe as security. Johnson and White went to their respective 
banks and purported to draw out $3,000 each.. They returned and escorted 
Mr. Dawson to his bank. He withdrew the $3,000 and it was placed In the 
^nvelope with the rest. Johnson volunteered to taWe the money to the law-, 
yer while White and Mr. Dawson waited outside: Wh^n Johnson rettirned he 
told Mr. Dawson the lawyer wished to speak to h±m\ Wheji Dawson entered the 
building he found the lawyer and the whole d'eal was a fake. He quickly * 
returned to the outside only to discover that Johnson and White had fled 
with his money. - 



32 



31 



A similar incident happened to a 75-yearTold widow in Roanoke. The 
widow lost ^$1,000 of her savings in a similar "pigeon drqp'^ invblying two 
young ^omen. She felt the situation was top embarrassing to report. But 
twp weekp later she received a telephone call from a man claiming to be a 
member of the police department. He 'ireported that the two women had beeiT 
found and were in custody. He furtiher said that it would cost $5,000 to 
"make sure that" the women were convicted. The two men later arrived at 
her home to escort her to city halL to "con^f ront . the two womep in custody." 
On the way, they stopped for her to withdraw the money from her bank and 
gave her a large envelope in which to put the money. One of the phoney 
law officers held the envelope on the way to cjty hall. After entering 
the building, the widow wad told by the two men to take the envelope and 
"see Lt. Robinson on the second floor" while they checked on another case 
in the courtroom on the main floor. The widow climbed the stairs ia search 
of "Lt. Robinson", onlv to find no such person existed and when she peered 
into the envelope sh^^ound the phoney law officer had switched envelopes 
on her le.aving her with cut-up pieces of blank paper. She hurried back 
downstairs only to find the t\^ thieves had fled the building. The widow 
had become tlje victim of "doyble drop," an added twist to the pigeon drop. ' 
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II. AVDIDIMG FRAUIXJLBrr 
SQEfS AND PRAGTICES 
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OBJECTIVES: 

!!• AVOIDIJJG FRAUDULEOT SCHEMES^ ANl) PRACTICES ^ 



Major Objective ; 

To ^state guidellilea for avoiding consumer fraud and^misrepresentation. 



Specific Objectives : , 

To state the general guidelines to follow in avoidi^ fraudulent schemes 
and practices. .^flf , 

To list things to be aware ot or things to do which w^Lll aid the cq(nsumer 
in avoiding specific types of frauds and misrepresentations. 

# 



Learner Compefencies : 

State five of the six general guidelines for avoiding fraudulent ^schemes 
and practices. , 

Describe at least two of these general guidelines for avoiding fraudulent 
schemes and practices in^ detail (points and, subpoints) . 

For three examples of frauds and misrepresentations, list at least two 
things to be aware of or things to do to help in avoiding them. 
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' 3A 

II., AVOIDING FRAUDULENT SCHEMES AND PRACTICES 
■ (Conceptual Outline) 

Reminder about outline: This is a Qonceptual outline in which both the 
major and mlnbr ideas are present|pd. For' further explanation of the concepts 
review one or ntore of the, specific references noted on pages 60-65. 



I. General Guidelines for Avoiding Consumer Fraud and Misrepresentation 
A. Be informed . - 



1. Read current newspapers and magazines 
.2. Check advertisements carefully 
3. Be familiar with your b^|^^ rights and responsibilities 

a. To choose 

b . To be informed 

c . To safety 

d . To be heard and seek redress 
e • To consumer education 

B. Comparison Shop 

1 . Prices 

2, Quality of ^materials and construction ^ 
3 • Claims or guarantees 

4* Get more than* one estimate for all major purchases 

C. Ask oquestions ^ 

1. A reputable dealer will amswer them 

2. Beware of the salesperson who works his way around the questions 

D. Know with whom you ar^ dealing 

1. Check on dealer's reputation with others ^ 

2. Avoid salespersons who ' ' 

a. Run down another . dealer or firm's product 

b. Fail to supply complete information 

c. Insist on immediate sale , ^ 

d . Turn you over to another salesperson who uses high pressure 
techniques ' / ' 

E. Check bargains carefully 

!• Indications of trickery, especially in advertisements 

a. "Below wholesale" or "List Price" 

b. "Fire sale" ' ' 

c. "Buy now before iC*s too late" 

d. "Your last chance" 

e. "Absolutely fr^e" 

f. "Give away" 

g. "No obligation" ' ' 
'1, Compare prices wi^jT* non-sale items at other stores' 

3G 
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F. Read all- xontracts Ncarefully before signing 

1. Know the dealer's obligations ' . 

2. Make certain you know your own obligations 

3. Never sign the cont1:a(*t until all the blanks have been filled in 
II. Avoiding Specific Frauds v. 

A. Batt and Switch ^als^ 

1. Examine advertising carefully ^ 

*2.' Compare "sales price" with prices elsewhere to see if it is 

an actual savings ^ <*> ' 

3. If .special is sold out ask for a "raincheck" on it (you cpn still 
take advantage of the offer when the supply is replenishekx 

4. Dp not acc3tept a higher priced substitute without shopping 
around . ^ 

5. Do not accept an off-brand substitute ^or the advertised special 

B. Unordered Merchandise . ' ^ 

r. -'Any unordered* merchandise by law can be considered a gift I 

2. Free product samples and tokens from charities are legal and 
acceptable 

3. If any unord€hred merchandise seems to have some obligations 
attached , realize that 

a. regardless of what is said it is a gift ^ 

b. it is illegal forfthe company to demand any kind of 
payment for unordered merchandise i 

4. Never accept any unordered Cash On Delivery packages 

5. Never accept a package for a neighbor unless instructed 
beforehand to do so by that neighbor 

C. Charity Rackets 

1. Restrict donations only' to familiar causes and organizations 

2. Ask for a financial statement 

3. Ask for a statement of the clear purpose and need for the 
appeal 

4. Make sure there is no obligation to return any unordered items 

5. Make sure the donation is not disguised as a bill or invoice 

6. If doubts arise about an organization, check its legitimacy 
by contacting your local Better Business Bureau or Chamber 
of Commerce 

D. Health Spas and Dance Lessons 

1. Don't be taken in by rash promises, compliments, a "free 
analysis , " etc . 

2. Carefully read any contract before signing 

a. Know how many, how long, and what price lessons or sessions 
you ar^'^getting 

b. Understand if and when any refund is available 
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3# Beware of tactics used to persuade you to s^gn a Second . ' . 

contract fpr additional lessons ' 1, V 

Contests and Free Gifts * ' 

1. A prize should never 'co^t;tb« cot{8utiier any money 

2. Before claiming a gift/ o¥;'pri'25e make sure that there are no 
"strings attached" to it' * ^ . ' 

a. It domm not require another t>urchase 

b. You do not have^ to listen to a sales jiitch to get it 

3., Do pot byy some unneeded "item just to^ get the free gift that 
accompanies it • 

a. The gift may be just about woTthled^ 

b. The price for the "free" gift may bV made up in the high 
price of the item to be purchased \y ' . • 

Free Inspection Deals • 

1. Always ask to see the credentials of the salespetson and inspect 
fhem carefully 

2. Check the reliability of the agency he represents 

3. Get opinions and/or estimates from at least two other firms 

4. Remember, the work may npt need to be done at all 

Auto' deals ("Low Ball'^ and '*High B^ll" deals) 

1. Resist deals that you know are "too good to be true" * ^ 

2. Specify the exact "extras" you want on automobile in Advance 

3. Do not accept anything but what you orderfid 'V 

4. Most importantly—shop around and take the time to make a" ] 
careful decision . ^ 
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to Repair Frauds 



1. Do not leave your car unattended at an unfamiliar station ' ' 

2, Pretending to "know" something about car repairs when you 
don't is an invitation to be ripped-off 

3. If you don'^t know something or just don't understand, ask 
questions ^ 

4, Request a written es'timate of cost ketore the work is done 

5, Ask to be notified for approval if/^e repairs go beyond th^t < 
estimate ' 

6, Request an itemi^^- invoice for all parts, labor, and other 

charges 

7. When new parts are installed, ask to get the old ones back 

8. Check out the repairs before the car leaves the shop*-and obtain 
a written guarantee of repairs made 

Door-to-^oor Sales v 

1. fieware of salespersons who 

a. Are extremely friendly and/or f latte]?s|.ng 

b. Try to get your sympathy 



38 



/v^i' Use high pressure sales tactics 

d. Pretend to be taking a survey 

e. Claim that you have been "specially selected" for the 

2. Aflk ror identification and company credentials 

3. Buy only it«ai|| that you need ^ 

4. Do not make l^iirried decision * ^ 

5. ..Insist on a written guarantee if appropriate 

6. Do not sigui a contract until you know the full obligations 
and^ costs 

Be aware that chain referral sales/lsch ernes are'iUlegi* in 
Virginia \ ^ 

8. Remember the "three days^ to'cancel" .rule 



7 



Investment Schemes ' (Pyramid and Ponzi) 



1- Beware of an opportunity which emphasizes * 
^ ^a. Very high yield \ ^ 

b. Quick return ' \ 

c. Claims a "once in a lifetime" opportunity '-v 

d. The chance to "get in on ^he gryuKd floor" 
2.' Remember to consider ^ . . ^ 

a. 'Interest f . 

b. ^ Dividends , r ' ^ 

c. Long-texrm appreciation 

V d. Risk involved . . 

\ ■ • - - ■ . . • ' 

Land Sales Schemes \ 

1. Don't ever I?uy by mail or sight unseen ^ [. ^ 
2* Don't buy on the first "visit" 

3 Consider the use you will get from the land, rather than its 
value as an investment, because it might aever .appreciate in 

4. Check the efitire surrounding area in which the real estate 
'^'^is located « 
a-. . Climate 

b . Population " . 

• c. Availability -bf utilities 

d. Access to schools and other facilities 

p. Study the property report (which by Federal law must be made 
available to yop) for 

a. Mortgages and liens 

b. Taxes and /assessments 

c. CompletioA of proposed facilities ^ - 

d. Ownership of coiranon facilities 

Work at Home Scheipes^ 

1. Before signing any agreement, know what materials you must 
supply 

/ 
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2. Be sure there is a market ^fpr what you produce and that the 
contract specifies that tiiey will buy wh^t ia produced 

3. Tha contracfiiflriould carefully define standards for production 

4. Be aware of ottler "strings attached" to the agreement 

••Oet Rich Quielt" dekls 

!• Realize that there is no quick and easy 'way to get rich, 

2. Read advMtisements carefully checking fo,r testimonials 
and otheflp.avish claims i 

3. Know the costs and obligations before conmitting yourself to 
such a deal 

Con-Games [ 

1. Be al6r^ and aware of incidence of schemes 

2. * Use caiition in unusual trarisactions with strangers 

3. Always ask for identification and check credentials 

4. Don^t be embarrassed — Report^all such incidences to the 
proper authorities U ^ 2r 



\ 
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OBJECTIVES: 

III. SEEKING REDRESS FOR CONSUMER FRAUDS AND MISREPRESENTATIONS 

Major ObjectWe ; ^ 

To be familiar with ways and means of seeking redress (corrective action) 
for fraudulent schemes and practices. 



Specific Objectives ; 

To list the steps or channels to follow in seeking redress for frauds 
and misrepresentations. 

To describe the types of information the consumer needs to supply 
when registering a complaint. 

To become familiar with various organizations that handle complaints. 

L eciriH^ r ^>ompi^ L eiicj^ e s> : 

List the five steps oi channels to follow In registering a complaint. 
List two local ageurles with whom consimiers can flic complaints. 

List two governmental agencies that handle partfcular lypes of consiuiu 
complafnts- 

Cite the six i>leccs ot fnformiitlon that must ht^ suppllcJ when tllfng 
a f ornki I complaint. 

State tw<^-WtluM u>>thi>cls that i-an he elu^clive in stH'king rcilresr;. 
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\ND MISREPRESENTATION 
(Conceptual Outline) 



III/ SEEKING REDRESS FOR CONSUMER FRAUD AND MISREPRESENTATION 



Remlader about outline: This is a conceptual outline in which both the 

major and minor ideas are presented. For further explanation of the concepts,. 

review one or more of the specific references noted on pages 60-65. 

I. Steps in seeking redress (corrective action) 

A. Go to the dealer who sold you the good or service 

1. Take along product or identification number for the product 

2. Present original sales slip 

3. Give dealer all details 

a. Date of purchase 

b. Date problem arose 

c. Description of problem or dissatisfaction 

4. He courteous . and tactfful 

H. It dtMlfi caunot or wiLL uot offer a solution, write or telephone 
tlio mauuf acturer *s consumer relations department 

1. State the key facts clearly 
a. 'Hie complaint 

h. Dales / 
St:ri.^il uunil^ers ^ 

d. Place of purcliast^ 

e. Amount paid 

2. Seiul photoc-oples . never origLnaLs, of any cancelled checks, con- 
tracts, aiul ct)rrt'spt)ndence 

i. Include" {n letter a suggestion ot what you feel the appropriate 
.ict ion would be (refuiid, rep 1 acem*Mit , apology, etc.) ' 

y^^^i '^ll^ ii^^t gt^^ results, write lo the manufac t ur Lug 

company's piesultMit 

I. Kind bis |)ro|>er name anti <ui(iress (tUatt^ oi local consumer 

protection agtMicy will luM p von) 
',\ St.itt^ t lu^ com|)lett^ facts again 
^ - Ti^ I nt out date; of prtw I'ous comp 1 a Lnt 8 
- 11 It voui intention, jitatt^ In the It^tter t h;;t coplfs are 

beln>' .sent to var/lous consumtM' organizations 

1). Restate your. ct)m|)lalnt to local and/or state consumtM- organizations 
(set* P'»gc bA for a(i(irt\sses ) 

I . Local autluM It i t\s oi groups (such a.s a Conmuin 1 1 y Act Ion Group) 

State local Offlct* of GonMumei Affalis 

L CiuhsumtM Pioiectlon Division of stat<* Attoiney General '.s off(e<' 
^»^. Vliglnia Citizens Consumei Cinmc I 1 
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E. 



If appropriate, file a formal complaint with a federal govern- 
ment agency (see page 63 for addresses) 



1. Federal Trade Commission 

2. U.S. Postal Service 

3. Securities and Exchange Commission 

4. Office of Consumer^Af fairs 

5. Food and Drug Administration 

F. Self-regulatory orgMizatidns that complaints can be made to 
(see page 62 f or amlressed) 

!• Better BuslnesA Burcc^ 
2. Chamber of Coramel 

/3. Consumer Action Panels 
a. Major Appliance CA^ 

b. Furniture Industry CAP 

c . Insurance . CAP 

d. Carfcet and Rug Insititue CAP 
e . Au !K)mob i le CAP 

Uow to File a Formal Complaint 

A. Be reasonably sure there Is a violation of law taking place 

B. C-omplaluL slu)ulcl coiitaLii 

/ i. C'lear Deser ipt i on, o i problem 
2. Name 

J. AtklresH. phone number ami clLrections to your lunne or office 
Name and acklrej.s- of where purchase was uaxde 
. I'lxact date ot purchase 
b. DesrripfLon of label on pnuhict . code marks, serial numbers, et 

C. Save what is leU of prtuhuM , con t a i ne rs , . pape rs , and other perLiue 
materials. 

Other- Means ot (:i>mp I «i i n 1 n^ 

A. Write a- letttM' ti> the «Hlitor oi yovw local news]ia[ier (publicity 
I s power f n 1 ) 

H. Sue. In small ihifms court (lu V 1 n I a , It is calletl a 'V:t)url 
Not of ReccMtr*) 

I 

I. Handlt^s tvi^ial ill. spot t\s w I t li hnal bus I nesspe rsons , I antl 1 yirtLs , 

stMvlce i lims, etc. 
.* . Act a.s own lawyer 

Can sue only fo» money (limit nl $800- $ 1 , ()()()) 

Coin t foe - $S $10 

Must have evldeiu-e and/or wittuesses 
6. I^iwyers are normally not permitted In such a i-ourt (they 
dro, hc^wever, lu Virginia) 
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OITOIEW APPROACHES 
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A. Leader/Lecture-Oriented Presentation 
(50 Minute Overview) 

To the leader: The following les son plan is a suggested approach for a 
SO-minute presentation covering the highlights of the entire consumer 
fraud and misrepresentation module. The first column, ''Section of Module" 
indicates the part of the module to be covered. The "Time", column suggests 
how many minutes could be spent on that particular section in order to 
cover all of the material in 50 minutes. The "Preparation" column recom- 
mends procedures to help ypu prepare for the presentation of the material. 
The "Activity" column tells you what you should do with or for the group. 
It is important to remember that it will be very difficult to cover all of 
this material in just 50 minutes. For this reason, be especially careful 
not to exceed the time limit suggestions in the "Time" column unless you 
take equal time away from* another part. Otherwise, you will not accomplish 
all of the goals for the session. 



Section . ' 

of Time 
Module (Mln.)^ Preparation Activity 

Intro- 
duction 3 Refer to the "Intro- State that: 

duction" on page 6 and "American consumers lose over 

to the narrative on $40 billion a ye^r through 

page 15- fraudulent practices. Deception 

and misrepresentation in the 
sale of consumer goods and ser^ 
vices is so widespread that it 
♦ often goes completely undetected. 

We will be taking a look at 
several common frauds and mis- 
\ ^ representations and tips on how 

to avoid them. We will also 
look at ways of seeking cor*- ^ 
rec t Lve action (redress) for 
Crauds and misrepresentations. 

We should begin by defiuxag CON- 
SUMER FRAUD as' DELIBERATE 
DECEPTION OF TlU'] CONSUMER BY 
SELLERS, MANUFACTURERS, /VND 
OTHER BUSINESS PEOPLE. (Say this 
definition again.) Closely 
related to fraud is MISREPRE- 
SENTATION, a practice which may 
or may not Luvolve deliberate . 
decopt ion , but certainly in- 
volves INADEQUATE OR UNCLEAR 
STATEMENTS ABOUT CONSUMER COODS 
AND SERVICES t^o the extent that 
consuiuer.s become conl used. " 

r 
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Section 

of 
Module 



Time 
(Min.) 



^Preparation 



Activity 



Identi- 
fying 
Consume r 
Frauds 
and Mis- 
represen- 
tations 



Review, the objectives for 
Section I on page 14 and 
examine the narrative 
descf'iptions on pages 
16-31 . In this presen- 
tation you will not have 
time to cover all six- 
teen frauds in depth. 
We suggest you (a) use 
Transparency Master 3 on 
page 72 to briefly ex- 
plain each ir^udy OR (b) 
select 4 to 6 of tiie. 
frauds you feel the 
most pertinent toS^r / 
group and cover these 
in more deptli. (We 
'recommend Bait and 
Switch Deals, page 16; 
Charity R^ickets , page 
17 ; Auto Repair Frauds , 
pages 2 1-22; Duor-to- 



'^1 y 



Door Sales, paj.\es 22-^ 
2 3 ; Laud Sa les Scht 
pages 26-27 ; ahd 'Viet 

i r!i ()u lA-.k" Dea I s , pa^yi' 
2H.) 



List the frauds and misrepre- 
sentations that you intend to 
cover by either using Trans- 
parency Master 2, OR writing 
the information on the board, 
OR stating the frauds. 



2':) 

( app L'ox- 
hua te I V 
') mill. 
I o t' iMrli 
I raud) 



For ciicU fraud , i i rs t. road an 
example given in the. narrative 
description. Ilien , from tliis 
exampie, explain the "Come On" 
and the "Hook" or "irap". Con- 
I'hule by stating the [)urpost».>^ 
( riivsc! ait' listed on i'ran^^M i- 
renev Mas I t'r \.) 



i. I 

Avu ! d- 

Krauihi 
lent 

Sehemej; 
and Pi a 
t li e.s 



Kev low t iu' ol) jert i vi\s 
t or Sort ion I 1 on p.age 
i i , .nul exam i no t ho out 
1 i no 1 or t li i .s r.cci i ou ou 
pago.s \H, It you 

lioo ( do t I) iLso a t rans 
()artuu v tor t h it\ siu t ion , 
n.'U' I'ransparoiioy Mas t o i 

pago /b. Ot lie rwi so, 
w 1 I 1 1' t lio i M to I tna t i on 



Sliow Transparonoy Master ') , t)R 
write the in f o rma t i on on tlio 
board OK stat t* t lie general guidt 

I invi\ for avoiding t i andiiUait 
.'ioliomos and [)iaot ico.s. (You 
may a lso want t o st at r t ho aiUl 

I I t ona I [)o i nt .s g i von on t lio 
out 1 ino on pag.os i/*- f S . ) 
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Section 

of 
Module 



II 

(Cont'd) 



Time 
(Min.) 



Preparation 



on the chalkboard, ^ use a 
flip chart, or simply, 
state the information. 



Activity 



III 
Seeking 
Redress 
for Con- • 
sumer 
Frauds 
and Mis- 
repre- 
sentations 



Review the objectives for 
Section III on page 40, 
an^ examine the outline 
L'or this section on 
pages ^1-42 . If you 
decide to use a trans- 
parency for Ais section, 
USB' Transparency Master 
7 on page 78. Other- 
wise, draw a similiar 
diagram on the board, 
use a flip chart "or 
simply explain the 
process . 



Show Transparency Master 7 OR 
construct a similar chart on 
the board OR explain the chan- 
nels that can bQ followed in 
seeking redress . 



Read the sample letter of com- 
plaint, found on page 79 to 
the learners. Recall the .main 
facts to include when com- 
plaining. 

Ask the group if there are any 
additional questions or com- 
ments on consumer frauds and 
mi s rep resent at Lons . 



B. Diacussion-Oriented Presentation 
(50 Minute Overview) 
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To the leader: This it, a structured discussion approach for a 50-ininute 
session covering the highlights of the entire consumer fraud and misrepre- 
sentation module. The first colurfl^, "Section of Module," indicates the 
part of the module to be covered. The "Time'' column suggests how many 
minutes could be spent on that particular section in. order to cover all of 
the material in just 50 minutes- The ''Preparation" colurim recommends pro- 
cedures to help you prepare fOr the presentation. The "Activity" column 
suggests how you' might lead a discussion on each topic. It is important 
to remember that it will be very difficult to cover all of this material 
in just 50 minutes^. For this reason, be especially cai»eful not to exceed ^ 
the time limit suggestions inr the "Time" column (unless you take equi- 
valent time away from another .part). /Otherwise, you will not accomplish 
all of the goals for the session. 



/ 



Section 

of 
Module 



Time 
(Kin;) 



Preparation 



Part I 
"What Is 
Consumer* 
Fraud and 
Misrepro- 
sentat ion' 



Refer to the "introduc- 
tion" on page 6 and the 
narrative on page 15. " 



-Act_ivit^ 



State that: 

"American consumers lose"t5ver 
$40 billion a year through 
fraudulent practices. Deception 
and misrepresentation in tl)e 
sale of consumer goods and ser- 
vices is so widespread that it 
often goes completely undetected 
We will be taking a look at 
several common frauds and mis- 
representation^ and tips on how 
to avoid them. We will also 
look at ways of seeking cor- • 
rective action (redress) for 
frauds and misrepresentations. 



We should begin by defining CON- 
SUMKR FRAUD as DEI. IBKRATi: 
DKCKPTION OF I'HK CONSUMER HY 
SKI^LERS, MANUIfACTURERS, AND 
OrUFR liDSlNFSS PKOPl.i:, -(Say Mils 
definition again . ) Closely 
related to fraud Is MLSR^:^R^:- 
SKNTATION, a pr act; Ice which ni^iy 
ov may not involve deliberate 
dtU'ept ton , Init certain ly in- 
volves INADKlJUA'lK OR UNCLKAR 
.^Vi'All'lMr.NTS ABOU'i' CONSUMKR COOhS 
AND SKRVICKS to tlie extent tliat 
i'onsumers bt^ccnne t'CMi f ustnl . " 
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Section 

of 
Module 



Time 
(Min.) 



Identify- 
ing Con- 
s umer 
Frauds 
and Mis- 
repre- 
sentations 



28 

( app rox- 
imaLo ly 
7 min. 
pe r 
fraud) 



Preparation 



Review the objectives 
for Section I, page 14, 
Carefully review the 
narrative descriptions 
of specific frauds on 
pages 16-31 . Refer to 
the Leader Activities 
for this section on 
page 52 and decide 
which of the reaction 
statements you will 
use to elicit response 
from the*^ gToup . 



Activity 



Use reaction statements to 
stimulate discussion on frauds 
and misrepresentations. From 
this discussion identify and 
state 4 to 6 commonly occur- 
ring f rauds« 



Ask the group to give examples 
of each fraud chosen to cover. 
Lf they cannot think of an 
example, read one of those 
from the narrative des crip tions < 
Be sure that the "Come On" and 
"Hook" or "Trap" for each fraud 
is brought out in t^he. discus- 
I s*loa. To conclude the discus- 
i sion of each fraud ask the 
learners to comment on the 
gcMicra I purpose of the fraud . 



L I 

Avoiding 
Fraudu Lent 
Sell ernes 
and Pra^- 
t ice-; 



Kcvlt'w I hi} oh jt*c Lives 
for Sect [on 1 1 on 
page ] ] and examine ^,th.e 
ironcen t ua 1 out Line ^bu 
pagt's 14- ']8. Refer It) 
t he IamiU' r Ac t i vi t I cs 
1 1) r t his sect i on on 
page Sf) ami tlcc i tic 
wh 1 ch c) f the n ut\s L Ions 
Vi>u will ask I o c L Ic i t 
CCS [)o use t I 1)111 grt>up 



Ask ques L ions Lo t he iearners 
^ to arrive at general guidelines 
tor avoiding fraudulent schemes 
and practices. It the answers 
t>r comments have not covered 
all guiclolines given on pages 
14 and , mention tlu\sf, too). 



1 I 1 

Seek ing 
Kedi ess 
tor Con 
sunie I 
Frauds 
antl Mis 
repre^- 
senl at I ons 



Kiwtew the* oh i t*c t [ vt»^; 
t o I Sec t ion 1 1 I on pa|;c 
40 anil cKamhie t lu> con- 
I'cpl ua 1 out 1 I ne on 
pages /♦ . Re t e i to 

I he Leader Act I vl,t Ics 
t or t li Ls Hocl Ion on 
page ')/ ant! tiec I tie 
wh I cli oi t lu^ cjues t I on.s* 



A.sk t lu^ learners tlie (pies t ions 
on seek i n^; ret! l ess . lie r, nyc 
t he au.swei s and ci)iiuiient«j; g I yen 
cover the uutioi' point \n the 
out 1 Ine on l\ X-U: . I I no\ 

inent Ion t he add i t lona 1 pt 
cctlui es . i f the group is no t 
taiulllai' with coiKsumei oigani 
/.at Ions, mention sevtM a 1 ot 
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Section 

of 
Module 



Time 
(MinQ 



Preparation 



Activity 



III 
(Cont'd) 



you will ask to elicit 
response ftom the group, 



these, tgc, 



Ask the learners if there are 
any additional questions or 
comments oh frauds -and misre- 



presentations . 



I.UDtPTH APPROAQI 

lf;^r activitifs 

(PRESEhfTATIONS FOR TwO SeSSIONS) 
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SESSION ONE PRESENTATION' : 
IDENTIFYING CONSUMER FRAUDS AND MISREPRESENTATIONS' ^ 




The following plan is a sugges ted approach for a 50-niinute presentation 
covering the first component of the fraud and misrepreeentation module. 

y^he first column, "Section of Module" indicates the part of the kodule 
t6 b« covered.^ ^ 

mie '*Type of Activity" column tells whether the acti^<^.ty is Recommended, 
Suggested, or Optional. Remember to concentrate first on the Recommended (R) 
activities and if time permits, next on the Sugges ted(S) activities, and 
finally on the O^ional(0.) activities. 

Tlie "Time" column suggests how many minutes might be spent on that par- 
ticular activity in order to cpyer all of the material in 50 minutes. It 
is important to remember that it may be very difficult to cover all of this 
material in just 50 minutes. For this reason, be especially careful not 
to exceed the time limit suggestions in the "Time" column unless you take 
equal time away from another part. "Preparation" is self-explanatory. 

The "Activity" column suggests activities for meeting the objectives. 
Often an actlvLty says "list", "state", or "define" for example. The 
actual approach to be used Is left for you to declduw If you have facilities 
for overhead projection, chalkboard, or flip chart, these can be used as 
well. You are urged to use whatever method you feel is most effective, 
convenient, and available. ' 

When an asterisk(*) appears at the end <ui activity, U Indicates 
that a transparency iivister tor that ijarLlcular actlvLty Is in the Appendix. 
Beti)re you pro^j^, be sure that you are famiLLar with tht^ objective,^ for 
this componenl^^fc m;iterial In the narrative descr i pt I ims for the compontMit, 
and liave dec Idecfflow yDuwill ai'i*omplish each <u'tivlrv. \ 
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p. 


iJ ( 1 




iD 




O 




t) 




[f) 













1 nt \ o 
ilur t i iM\ 

"What is 
Cons uuu» I 
Fraud \ 
Mlsropit'- 
sImi t a t i ou" 



Kel iM t.i) t he " In 

pa>v* -tntl t hi* 
nari on 



St at »• t hat : # 

"Anie r I ran l iin.s luut^ rs lost* \) ve ! ;>4t) 
hi 1 lion a y»'at t l\rou^;h ItauduliMil 
pi ai t yi tss , Doeept i liu and iiii sn^- 
prt\senfsat iiin' in t hf sale of consiuuer 
gooils anitMervIi-es Is ^ii wideapread 
ll\at It otten got^s completely un- 
ilotecteil. In t h Ls session, we will 
ilctii\o i-onsumtM I rand, and ml.siepi i'- 
sentat Ion ai\il t aki* an Indopth look 
at .sovtMal lto(jn»'ntIy oi'cnrrln^; t,ype 
()t I 1 .nuls anil m i s i op t i.\siMU at I onj; . 



Wo should ht^^ln by de lining CONSUMKH^ 
I'KAUl) as DKl.lhKKAri-; Dl'.CKWTlON OK THE 
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CONSUMER BY SELLERS, MANUFACTURERS, 
ANb OTHEP; BUSINESS PEOPLE* (Say 
this definition again.) Closely 
related to fraud is MIjfftEPRESEN- 
TATION, ci practice whicK^jnay or 
niay not i^jK^oTyja' deliberate decep- 
tion, btifC certainly involves 
INADEgJiATE OR UNCLEAR STATEMENTS ' 
ABOUT CONSUMER GOODS AND SERVICES 
to the extent that consumers be- 
come confused . " 



I 

Ldtiut I- 
fying 
Consu- 
mer 
KrautLs 
and 
Mls- 
rep 

SfU- 

t atT ou; 



Review the objec- 
tives for Section 
I on page 14. 
rrauHparency. 
Mas tK^r I on page 
()9 can be shown 
as background 
1 or the optMii i\g 
d I s I" us s [ on . 



[vP 



S I'.xamluc rar 

t he ua i: i a t I 
descriptions of 
couimou r rauds 
aiul m I ,s rt^p restni- 
■ tail ous on pagos 



(oral pre-test) ^ 
Ask the group to react to sdme or 
alb^of the following statements to 
st Iniulato t hougliL and to che^k 
the amount of understanding tlit* ^ 
learners have about tlils topic* 
(Transparency Master .1 o( ob jec- 
tives can be shown while asking 
fc>r tliose reactions.) 

"Atlveil Is lag all t t)o ^ilten pioinlse^; 

stMuethln^^ no product" can delj^vcr, 

like iovt' i^r happiness." 

"SiM U^rs will take advant^age o{ / 

lonsumiMs if they can." 

"Miijoi i'o ipo rat I t>us are carelul 

ahtnil lunu'sty In advi'rtls I ng . " 

"Vi)u riMlly liave to lie alert t ^) 

deei'pt ions and t luckery wIumi vou 

sho[> t he?;i* ilays . " 

A t I e I i i'i e I V I ng i C'sponsi's I i tnu I lie 
group , state this /.ene ra I 1 / a t i on : 
"We I lave all i>een at t e e t ed i/y t i and 
and ml s 1 t'p 1 t'sent at i on at one t Ime 
ov another. rg| avoid heing 'taken' 
again, wi' need I o Uleiit l ty wiial 
si)me ot t heSt* t l audj; 1 nvo 1 ve . " 

*Show lianspaieuev Ma?, lei ((page 
70) ami ^'.tate "lliis If; a I 1st t>t 
s 1 xt eeii t retpient 1 y or c m i i n>\ 
frauds anjl m Iia rep'rese n t :i t I ol\^; . " 
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(Cont'd) 



"Wliich of these are you familiar 
with?'* (alloW time for conrinents) 



30 
(allow 
approx- 
imately 
5 min . 

each 
Fraud 

t o . b 



c overe 



To cove r all six- 
teen of these in 
depth would be 
unfeasible time- 
wise and woujd 
probably become 
bearing to the 
learners , Con- 
s ider your group 
to determine if, 
certain fraudu- 
lent practices ap- 
ply more heavily 
than others'. I f 
so, accent on thcst* 
and i>mlt i>r men- 
t iou only bv Icf ly 
sumc oi the i)tluTH 
t hat arc loss pc r - 
t i ucn t ( ciMis [ i\v I' 
geiigraph Ic I oca- 
t iou , area h^is 1- 
nesscs, age range 
o t grt)iip , etc.). 
Wt» siigges t y mi (a) 
use rrausparencv 
Mas ti' r $ t>n [Kige 
/ ^ io hi let ly t'x 
l> lain eat:h . t r aut.1 , 
OK si» let ! () t 11 

H i>l t hi» I t auil.s 
vou t I'e \ a re t 
^u^^; I r t I neut to 
yiuir greiip auil 
ci>ver t lu'si' i u mi>ri* 
ilept h . (We recoiii 
ini'iid { t aiul 
Sw I ( eh \ii , p.i^'J^\^ 

H>; Charity Racket'^, 
page 1 / ; Aut d Komi i i 
l'raud||, pagt»s ^l- 



Explain th^ first fraud you 
have selected, (The following 
J^s an example of a suggested 
approach as to how a fraud can 
be explained.) 
, "The first fraud we wiLl dis- 
cuss i? the 'Bait and Switch', 
deal. Let's consider an 
example." (Read one of the 
•examples to the learners on^ - 
page 16> read the example riot 
the "Gome On" or '*Hook\' or 
"Tt"ap"0 T1ien^ from the example, 
explain the 'Come On" (the 
advertised ,qaie price) and the 
"Hook" or "Trap" (the product 
is Sold out, etc, and you^ire , 
"switched" to a more expensive 
[>urchase). ii time permits, 
ask for questions or cormnents, 
CiMiciude by stating the putpose: 
"Remeujber that fn a bait and 
switch ileal, a husinessperson 
Intentionally des I res to sell 
the more expensive modivls of a 
proihict rathvr than the^ less 
I'xpenslve lower line mt^dels." 
(If Transparency Master *^ 'as 
lu'en iisetl, pelnt at this state- 
lUi'Ut wh It'll [a on t In* trans- 
pai tMU'v . ) 

I'Ctnt'ed in a similar faslilon 
with the i>thiM frauiLs. 
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Door-to-Door Sales » 
pages 22-23; Land 
Sales Schemes , pages 
26-27; and "Get Rich 
Quick" Deals, page 28.) 



Ask the group If they can 
think of examples of other 
frauds and misrepresentations 
that frequently occur. 

Ask if there are any additional 
questions or comments. 
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SESSION TWO PRESENTATION 

AVOIDING FRAUMiLENT SCHEMES AND PRACTICES AND 
SEEKING REDRESi^OR FRAUDS AND .MISREPRESENTATIONS 



The following plan is a suggested approach for a 50-ininute presentation 
covering the second and third component of the fraud and mlsrepresenation 
module. 

The fipst column, '^Section of Module**, indicates the part of the module 
to be covered. The **Type of Activity" column tells whether the activity 
is Recommended, Suggested, or Optional. Remember to concentrate first 
on the Recommended (R) activities, and if time pentLts, next on the Suggested(S) 
activities, and finally on the Optional(O) activities. 

The "Time" column suggests how many minute» might be spent on that 
particular activity in order to cover all of the material in 50 minutes. It 
is important to remember that it may be very difficult to cover^'ali of this 
material in just 50 minutes. For this reason, be especially careful not to 
exceed the time limit suggest ioris in the "Time" column unless you take equal 
time away from another part-^'Preparation" is self-explanatory. 

The "Activity" column suggests activities for meeting the objectives. 
Often an activity says "list",- "state", or "define", for example. The-actual 
approach to be used is left for you to decide. If you have facilities for 
overhead projection, chalkboard, or flip chart, these can be used as well. 
You are urged to use whatever method you feel is most effective, convenient, 
and available. 

When an asterisk(*> appear* at the end of an activity, it indicates 
that a transparency master for that particular activity is in the Appendix. 
Before you proceed, be sure that you are familiar with the objectives for 
these components, the material in the conceptual outlines, and have decided 
how you will accomplish each activity. 
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Review the objec- 
tives for Section 
II on page *33 and 
examine care f ul ly 
the material in 
the^ coig^tual 



a 

< 



State: 

"During this session, we will 
be talking about the things you 
can do to avoid beii\g 'taken* 
by fraudulent schemes and prac~- 
tices. We will also discuss 
what you can do to get corrective 
action after you have been 
victim to such a practice." 

(oral pretest) 

Ask some or all of the following 
questions to stimulate thought 
and to check the amour^t of 
under-standing the learners have 
about this topic* (Trans-- 
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outline QP pages 34- parency Master 4 of objec;- 
38. tives can be showix while 

asking these questions,) 

"Everytime I go to the 
(leTghborhood grocery to take 
advantage of an advertised 
special, they are sold out of 
« the product. What can I do?'* 

(see page 35 II. A. 3. ) 

"I am shopping for a new 
television, but the sales^man 
so far will not give straight 
answers to my questions. What 
should I do?" (see page 34 
I.e.) 



Decide if you will 
use Transparency 
Master 5 on page 
76, use a flip 
cliart, write the 
information on 



"The local service station 
never offers an estimate on 
repair work. What are my 
rights concerning this?" (see 
page 36 II. H. 4. ,5. , and 6.) 

"Door-to-door salespersons are 
a big problem in our neighbor- 
hood. How do I know who to 
trust?" (see pages 36-37 II. I. 
1 and 2.) . 

After asking these questions 
and receiving responses from 
the group, state this g . ali- 
zation: "Tnere are certain 
general things we can do to 
avoid all types of frauds and 
misrepresentations as well as 
specific tips to avoid the 
fraudulent practices wo have 
already d Is cussed . " 

List and discuss the General 
Guidelines for Avoiding Con- 
sumer Frauds and Misrepresen- 
tations (described on pages 34 
and 35 section I of the out- 
line.)* (Transparency Master 
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the board, or sim- 
ply, state the in- 
f orination. 



•5! 



5 may be used.) 



15 



Ask the learners if they have 
tips they would like to add 
to this list. 

List the frauds and misrepre- 
sentations covered previously.' 
transparency Master 2 may be 
used). For each fraud, state 
specific tips to remember in 
avoiding the scheme or prac- 
tice. (This information is 
listed on pages 35-38, section 
II of the outline'.) 



,111 
Seeking 
Redress 
for. Con- 
sumer 
Frauds 
and Mis- 
repre- 
sent a- 
tions 



Review the objec- 
tives for section 
III on page 40 and 
examine calrefully 
the material in 
the conceptual out- 
line on pages 41- 
42. 
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(oral pretest) 

Ask some or all of the follow- 
ing questions to stimulate 
thought and to check the amount 
of understanding the learners 
have about this topic* (Trans- 
parency Master 6 of objectives 
can be shown while asking these 
questions .) 

**I suspect a merchant In our 
town of using "bait and switch*' 
tactics quite often. Who can I 
report this to?*' (see page 41 
I.D.I, and 2.) 

*'l purchased a sewing machine, 
from a door-.to-door salesman, 
that is in continual need of 
repair. How do I complain?'* 
(see page 41 I.B., C, and D.) 
"I would complain about unfair 
practices, but I*\n not real sure 
how to go about it. How do you 
\file a formal complaint?** (see 
^ge 42 II.) 

After asking these questions and 
receiving responses from the 
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Decide if you will 
use Transparency 
Master 7 on page 
78, use a ^lip 
chart, construct a 
similar diagram on 
the board, or ex- 
plain the infor- 
mation orally. ^ 
✓ 

Decide if you will' 
use Transparency 
Master 8 on page 
79, or simply, read 
the sample letter 
to the learners. 



group, state this generali- 
zation: "We need to be aware 
of who we can and should com- 
plain to about frauds and 
misrepresentations and also 
how to voice our dissatis- 
faction." 

List and discuss the proper 
channels to follow in seeking 
redress.* (Transparency 
Master 7 may be used). 



Discuss an example of how to 
file a formal complaint.* 
(Transparency Master 8 may b6 
shown) . 



^0 
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If the learners 
desire a third 
session, arrange 
for a guest 
speaker to pre- 
sent this follow- 
up. 
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List other organizations that 
handle complaUtes or sources of 
seeking redress. 

You may want to supply the 
learners with a list of addresses 
of organizations that handle 
complaints. (See pages 62-65) 

Time permitting, ask if there 
are any questions concerning 
the topics covered . 

Have a third session with a 
guest speaker on some topics 
concerning consumer fraud and 
misrepresentation. 



BEFEREi^CES (Jtl LIZED 
SOURCES OF FUR'fflER REFERENCE 
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References Utilized*: 



These fourteen references In particular are, used quite heavily and 
-similar It lefi in phraseology necesi&arlly occur on occasion throughout the 
'module. Quotations and footnotes were not Inserted for ease of reading. 
You may want to obtain some of these references to supplement the material 
presented. 



Aaker, David A. and George S. Day, ed. Consumerism: Search for the 
Consumer^ Interest ^ New York: The Free Press, 1974. 

Carman, E. Thomas and Sidney W. Eckert, The Consumer ',s World , New York: 
Mc Craw HllX Book qo., 1975. • . 

Cordon, Leland J. and Stewart M. Lee, Economics for Consumers , New 
York: Van Nost rand Relnhold Company, 1972, pp* 370-397. 

Porter Sylvia, Mone^^jook, vol. 2, New York: Doubleday and Co., Inc., 
1975, pp. 1119-1199. 



"Buying Vacation Land: Nine V/ays Not to Cet Stung," Changing Times , 
vol. 27, no^ 8 (August, 1973), pp. [7-10. 

■• 

"Con Cames on the increase: Old Schemes With New Wrinkles," U,S. News 
andrWo rl_d Reggr t (November 8, 1976), pp. 52-53. 

"Those Ads That Promise You Riches," Changing T imes (November, 1976) 
pp. 17-19. — 

"Watch Out for the Referral Sales Scheme," Changing Times , vol. 2*6, no. 9 
(September, 1972), pp. 13-14. 

"Ways They Can Cheat You When They Service Your Car," Changing Times , 
vol, 28, no. (June, 1974), pp. 11-14. 



Organizations 

Better Business Bureau, 145 W. Campbell Avenue, Rpanoke , Va. , 24011. 

Division of Consumer Protection, Room 804, City Hall Building, Norfolk, 
Va. , 23501. 

Federal Trade Commission, 6th Street and Pennsylvania Avenue, N.W. , 
Washington, DyC. , 20580. 



Books 



Articles 




ngton, 



Sources of FqrCher Reference 



For additional indepth reading aqj Information on consumer frauds 
and mi^represen.tations , see any one ojjjjp^ore of. the following references. 
Many of these are probably available in your local school, college , .:>or 
public library. 



Books 

Carlaon, Margaret B. with Ronald G. Shafer, H ow to Get Your Car Repaired 
Without Getting Gypped . 

Epstein, David G. , Consumer Protection in a Nutshell , St. Paul/ Ilinnesota 
West Publishirig Co., 1976/. 

Faber, Doris, . Enough: TheCRevolt of the Ame r ican Consijmer , New York: 
Farrar, Straus, and Girovfx, 1972. 

•Kelley, William T /y ed. New Consumerism: Selected Readings , Columbus, 
Ohio:; Grid, Inc., 1973. * 

Magnuson, Senator Warren G. and Jean Carper, The Dark Side of the* Market- 
place , Englewood Cliggs, New Jersey: Prentice-Hall, Inc., 1968 

Margolius, Sidney, The Innocent Investor and the Shaky Ground Floor , NeU 
York: Trudent Press, 1971. 

r, Roger Leroy, Economic Issues for Consumers , New York: West Pub- 
Company, 1975 




Nader, Ra«Jph, Lowell Dodge and Ralf Hotchkiss, What to Do With Your Bad 
Car , NewY^k: Grossman Publishers, Inc. , 1970. 

Schoenfield, David and Arthur A. Natella, The Consumer and His Dollars , 
Dobbs Ferry, New York: Oceana Publications, Inc., 1970^ 

Schrag, Philip G., Counsel for the Deceive d: Case Studies in Consumer 
Fraud, New York: Pantheon Books, 19 72. 

Sobel, Lester A., Consumer Protection , New York: Facts on File, Inc., 
1976^. 

Sturdivant, Frederick D. , The Ghetto Marketplace , New York: The Free 
Press, 1969. 

Wrighter, Carl P., I Can Sell You Anything , New York: Ballantine Books, 
1972. 
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Bigham, B., "pigeon Dro'p: The Con Game Aimed at Older Women'^, Retire- 
ment Living 13 (Spring, 1975), pp. 36-37. 



63 



62 



Dana, Margaret, "The Frauds That Prey on Children," Woman's Day (April, 
1971), p. 22: . 

Gildea, W. , "Children's Charities: The Golden Fleece," Today's Health 
53 (Fall, 1975), p. 12. 

"Got a Complaint? Call Your State Consumer Office," Changing Times , 
vol. 29, no- 4 (April, 1975), pp. 43-46, 

"Help for Consumers: Government. Agencies ," Today *s Health 52 (April, 
1974), pp. 64-65. ^ 

•'Here Come the Home-Repair Gyps 5 , Protect Yourself!", Changing Times , 
vol. 28, no. 7 (July, 1974), pp. 45-47. 

"How to Protect Yourself From Home- Improvement Frauds," Good Housekeeping 
178 (March, 1974), pp. 155-156. 

Knauer, Virginia H. , "Consumer Action Panels: How They Work for You," 
Better Home5 and Gardens 53 (May, 1975), pp. -22-23. 

Langer, H. J., "Franchise Frauds and How' to Avoid Them," Retirement 
Living 16 (July, 1976), pp. 36-39. 

Mayer, A. and W. Schmidt, "Biggest Fraud Yet? Land Fraud in Florida," 
Newsweek 85 (May 26, 1975), pp. 69-70. . ^ 

"Nine Kinds of Fraud That Come in the Mail," Changing Times , vol. 30, ^ 
no. 2 (February, 1976), pp. 23-25. 

Rollins, N, G. , "Latest Consumer Frauds." Don't You Get Ripped Off," 
Good Housekeeping 183 (July, 1976), pp. 155-156. 

Schisgall, 0., "Don't Play These Confidence Games! Widows and Elderly 
as Victims," Reader's Digest 109 (December, 1976), pp. 41-42. 

"Small Claims Courts Aren't Doing Their Job," Changin g Times , vol. 27, 
no. 4 (August, 1973), pp. 41-43. 

Qrganizations- These are addresses of private, federal, state- and local organ- 
izations that supply materials and information on consumer problems. 

Private 

American Council on Consumer Interests, 162 Stanley Hall, University 
of Missouri, Columbia, Mo., 65201. 

Auto Consumer Action Panel, 8400 West Park Drive, McLean, Va. , 22101. 

Carpet and Rug Institute Consumer Action Panel, P.O. Box 2048, Dalton, 
Ga. , 30720. 

Consumer Federation of America, Suite 406, 1012 - 14th Street, N.W., 
Washington, D.C., 20005. 

£4 



Council of Better. Business bureaus. Inc. , 1150 - 17th Street, N.W., 
Washington, D.C. , 20036. ' 

Direct Mail Marketing Association, Inc., 6 E. Forty- third Street, New 
' York, N.Y. , 10017. ^ . * ' <: 

Direct Selling Association, 1730 M Street, N.W., .Wasfiington, D.C, 20036. 

■ ^ . ' ■ • ■ - ' r 

Furniture Industry Consumer Advisory Panel, P.O. Box 951,. High Point, 
,N.C. , 27261. ' . 

* 

Insurance Consumer Action Panel, National Association of Mutual Insur- 
ance Agents, 1511 K Street, N.W. , Washington , D.C, 20005. 

International Franchise Association, 7315 Wisconsin Avenue, Bethesda, 
Md., 20014. 

Major Appliance Consumer Action Panel, Complaint Exchange, Room 151A., 
20 North Wacker Drive, Chicago, II. , 60606. 

National Advertising Review Board, 850 Third Avenue, New York, N.Y., 
10022. 

National Hofa^ Improvement Council, 11 E. Fortyrfourth Street, New York, 
N.Y. , 10017. 



National Public Interest Research Groups, 1832 M Street, N.W. , Washing- 
ton, D.C. , 20036. 

Office of Interstate Land Sales Registration, Department of Housing 
and Urban Development, 451 Seventh Street, S.W., Washington, D.C. 
20410. 

Small Business Administration, 1030 Fifteenth Street, N.W. , Washington, 
D.C. , 20417. 



Federal 



Bureau of Consumer Protection, Federal Trade Commission, 6th Floor, 
2120 L Street, N.W. , Gelman Building, Washington, D.C, 20037. 

Consumer Information, Public Documents Distribution Center, Pueblo, 
Colo., 81009. 

Consumer Product Safety Commission, Washington, D.C, 20207. 



Federar Trade Gonmission, 6th Street and Pennsylvania Avenue, N.W., 
Washington, D.C., 20580. 

Food and Drug Administration, 5600 Fisher's Lane, Rockville, M^. , 20352 

Office of Consumer Affairs, Department of Health, Educaition, and- 
Welfare, Washington, D.C., 20201. 

Securities and Exchange Cgmmission, 500 N. Capitol Street, Washington, 
D.C., 20549. ' V 

U.S. Postal Service, Washington, D.C. , 20260. - ^ 

U.S. Congressman or Senator, Senate Office Building, House Office -.^ 
Building, Washington, D.C, 20510. 

State 



Attoirney General's Office, 110k E. Broad Street, Richmond, Va. , 23219. 

Office of Consumer J^j^f airs , Virginia Dept. of Agriculture and Commerce, 
825 East Broad Street, P.O. Box 1163, Richmond, Va. , 23219. 

\ . 

State Corporation Commission, P.O. Box 1197, Richmond, Va. , 23209. 

State Legislator, Virginia State Capitol, Capitol Square, Richmond, 
Va. , 23219. 

■». 

Virginia Citizens Consumer Council, P.O. Box 777, Springfield, Va. , 
22150. ^ 

Northern Virginia Chapter, Box 777 , Springfield, Va. , 22150. 

Richmond Chapter, Box 5462, Richmond, Va. , 23220. 

Roanoke Chapter, Box 7281, Roanoke, Va. , 24019. 

Virginia Legal Aid Society, P.O. Box 417, Richmond, Va. , 23203. 

Virginia Retail Merchants Association, Raleigh Hotel, Suite //3, Rich- 
mond, Va. , 23219. 

Local 

Community Action Groups 

County and City Consumer Protection Agencies: ^ 

Division of Consumer Protection, Room 804, City Hall Building, 
Norfolk, Va. , 23501. 
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Bureau of Consumer Protection, Municipa^^BJter , Virginia 
Beach, Va. , 23A56. 

Office of Consumer Affairs, City Hall^ l^ewport News , ,Va., 23607 . 

Office of Consumer Affairs, 825 E. Broad Street, Richmond, Va. , 
23219. 

Lo caX Better Business Bureaus: ^ 

Better Busings Bureau of Metropolitan Washington, 1111 E Street, 
N.W. , Washfcgton, D.C-, 20004- 

Better Buslniiss Bureau of Western Virginia, Suite 646-A, Crys-tal 
f Tower Bullying, 145 West Campbell Avenue , Roanoke, Va. , 24011. 

Better Business Bureau of Richmond, 4020 West Broad Street, 
Richmond, Va. , 23230. 

Tidewater Better Business Bureau, 114 West York Street, Norfolk, 
Va. , 23510>-^— ^- 

Local Chamber of Commerce 
Local Legal Aid Society 

PIRG (Student Public Interest Research Groups), located at some uni- 
versity and college campuses. 

County Extension Agent 

Virginia Polytechnic Institute and State University Extension Services 
Blacksburg, Va. , 24061. ' 




EVALUATION DEVICE 

Rather than have the adult learners complete a final post-test, it 
Is suggested that you use this type of evaluation. By usirvg this form of 
evaluation, you will have an idea of what the particlpanta actually learned 
and which of your techniques you may want to use again or alter. If on the 
other hand, you prefer giving a formal post-.test to better assess actual 
learning, the competencies listed at the beginning of this module have 
been designed to/ facilitate making questions for such a test. 

In order to keep the evaluation brief in length and in time needed 
for completion, three questions might be asked. The participants could 
write their answers and comments and turn them in to you with their names 
on them or anonomously. The three areas of information you waht to eval- 
uate will likely include: 

1. Describe your overall reacjtions to our session(s) on "Avoiding 
Consumer Frauds and Misrepresentations." 

2. List the three most important things which yqu f eef^ you learned 
from our session(s) on frauds and misrepresentations. 

3. What recommendations caa you give for similar sessions to be 
held in the future? » 

Other possible questions to help assess the learning of the participants 
-might include: 

- What is consumer frand and misrepresentation? 

- Describe some of the most commonly occuring fraudulent schemes 
and practices. 

- What are some guidelines to follow to keep from being a victim of 
frauds and misrepresentations? 

- What procedure^Mhould a consume^ use in seeking redress for frauds 
and misrepresenWtlons? 

- Name several organizations which handle consumer complaints. 
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REACTIONS TO YOUR 'tflSE OF THIS MODULE 



1. ^iT'Hi^ed this module^ with the foltowlng group of adults: 
(please describe) ; i 



2. The group's' reactions to the modular approach were: 



^ 3. My reactions to using this approach are; 
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4. My suggestions for revisions are: 



p--' Please return to: 

E. Thomas Garman or Glen Mitchell 
Virginia Polytechnic Institute 
and State University 
Management, Housing, and 
Family 'Development 
' 226 Wallace Hall 
Blacksburg, VA 24061 
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IDENTIFYING CONSUMER FRAUDS 
AND MISREPRESENTATIONS 



km (kJECTIVE: ♦ 

lOJDEfilIFY AND DESCRIBE THE MOST CM TYPES OF mm FRAUD AND 
MISREPRESENTATION, 



lo DEFINE WHAT IS MEANT BY CONSUftR FRAID AND MISREPRESENTATION. 

fo DEVELOP AN INDER^ING OF IHE PURPOSES miYlNG FRAUDULENI 
SCIIEftS AND PRAaiCES. 

lo LIS! AND GIVE EXAMPLES OF THE MOST FREQUENTLY lEURRlNG FRAlWfNT 
PRACTICES. 



COMMON CONSUMER FRAUDJ 
AND MISREPRESENTATIONS 

»• 

% 

1. &\iT AiND Switch Dt7\i,s 

2. Unordered ftRCH/V€iisE Scheiis 
5. Charity Rackets 

4. Health Spas and ii\NCE Lesson;; 

IxwrrsTs and Tree Gifts 
b. Free Inspection Deals 
' /. "Low Bali/' and "High Ball" Auto Deals 

8. AhTU I\EPAIR ll^ilDS 
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COMMON CONSUMER FRAUDS 
AND MISREPRESENTATIONS 



(continued) ' 



9, 


DooR-TO-DooR Sales 




10, 


Chain Referral SCHE^Es 




U, 


Pyramid and Ponzi Schei^s , 




12, 


Land Sales ScHE^€s 




13, 


WoRK-AT-HoME Schemes 






"Get Rich Quick" Deals 


I, 


15, 


"Mk Examjner" Scheme " 


» 


16,, 


The "Pigec^ W 






AND MISREPRESENTATIONS 



1. Bait m Switch - A businessperson intentionaly desires to sell the 
m mm model of a prcdlct rather than the less expensive im 

■ LINE MODELS, 11 BARGAIN IS ADVERTISED; BUI THE INQUIRING CONSUMER IS 
OFTEN SWITCHED- TO A HIGHER-PRICED PRODUCT. 

2, yN_pRDERED MERCHANDISE SCHEME^ VARIOUS BUSINESSES, CHARITIES IN PARTI" 
CUU\R, SEND MERCHANDISE TO AlCONSUf€R WITHOUT HIS OR HER PREVIOUS REQUEST 
OR CONSENT; HOPING THAT THE CONSlltR; OUT OF SENSE OF OBLIGATION; WILL 
EITHER PAY FOR THE MERCHANDISE OR I^KE A DONATION. 

). Charity kes - DishonesT; fakE; and occasionally well-known charit- 

, able 0RG/^''HZAT10NS obtain contributions WHICH often GO TO THE "hIGH" 
SAU\RIES of personnel and OTHER UNACCOUNTED EXPENSES. 

i Health Spas and Dance Lessons - Health spas and dance studios offer 
"special" inticB'WS to try to persuade coNsiitRs to sign a coniract 
for a series of lessons or treat^nts. 

), Contests and Free Gifts - ItacHANTS and businesspersons will oren use 

THE INVITING IDEAS OF CONTESTS m FREE GIFTS AS TACTICS TO INCREASE 
THEIR SALES, 





i 

10. 



AND MISREPRESENTATIONS 



fe iNSPEaioN Deals - Companies sel their PRODuas by having repre- 
sentatives REMND THAT THE HOUSEHOLD IS IN EXTKEf^ NEED OF WHATEVER 
mi PRODUa OR SERVICE HAY BE. 

"^ Ball^' and 'High Ball" Deals - Both th? "high bal" and the "low 
ball are gimmicks used by automobile salespersons in order to entice 
shoppers into becoming buyers. 

to Repair Frauds - Auto repairmen increase miR sal£s and earnings 

BY using such tactics AS MISDIAGNOSING, UNNECESSARY REPAIRS, USING SECOND- 
HAND PARTS; AND OVER-CHARGING. 

DdOR-TO-DoOR. M§ - DoOR-TO-DOOR SALESPERSONS USE VARIOUS TECHNIQUES 
OF HIGH PRESSURE SELLING TO PERS,UADE CONSJCRS TO BUY PROD10S THEY DO 
NOT NEED OR WILL NEVER USE. OfEN 1]CSE PRODUaS ARE OVER-PklCLD; OF 
POOR QUALITY, CR ARE ORDERED AND NEVER RECEIVED. 



Chain Referral ScHEfts - Salespersons increase their chance of mm a 

SALE BY HAVING CONSUMERS PROVIDE NAMES OF OTHER PROSPECTIVE CUSTO^tRS 





(continued) 



TIIAT HE MIGHT CONTACT. 
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FRAUDS AND MISREPRESENTATIONS 
HOW THEY WORK 
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11 PuNZl m PYRAHID ScHD€S - IhESE INVESTMENT SCHEMES PRQHISE AN UNUSUALLY 

high rate of return in order to keep investors interested in the empty 
or m1$l£adin6 deals they are investing in. 

12. 1m) Sales Schemes - Dishonest real estate firms misrepresent the facts 
in land deals so as to get higher prices for the um) than it is actually 

WORK 

13. iiiAT-ltot Schemes - Qfanies advertise for consumers to do tasks 

FOR m IN THEIRI* HOMES; OFTEN FOR THE PURPOSE OF MERELY SELLING 
MATERIALS TO THESE CONSUMERS RATHER THAN SEEKING THEIR EMPLOYMENT. 

K "Get Rich Quick" Deals - "k\ Rich Quick" deals involve an adveriiser 

WHO CUIMS TO KNOW A SECRET TO BECOMING WEALTHY VERY QUICKLY. IhE 
PURPOSE IS TO ENCOURAGE CONSUMERS TO SEND FOR FURTHER DETAILS ABOUT 
THE DEAL . 

15. "tetalNffi!' Schemes - fl person posing as a bank examiner involves 

INNOCENT CONSUMERS IN HIS SCHEf€S TO SBL BANK WIIHIRAWALS FROM THEM. 

16. PjGp M - This con game is actually a form of outright theft, 

TAKING LARGE SUMS OF MONEY FROM UNSUSPECTING CONSUMERS THROUGH PUR- 
POSELY INVOLVING THEM IN A 'lOST AND/OUND INCIDENT, 
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AVOIDING FRAUDULENT 
SCHEMES AND PRACTICES 

FIaJQR (kjECTIVE : 

To STATE GUIDELINES FOR AVOIDING Cm\m FRAUD A^D MISREPRESENTATION. 

Specific CbJECTivEs : 

To STATE THE GENERAL GUIDELINES TO FOLLOW IN AVUIDII^G FRAUDULfNT SCHEMES 
AND PRACTICES. \ 

To LIST THINGS TO BE AWARE OF OR THINGS TO DO WHICH WILL AfD THE CONSlftf 
IN AVOIDING SPECIFIC TYPES OF FRAUDS AND MISREPRESENTATIONS. 
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GENERAL GUIDELINES F,OR 
AVOIDING CONSUMER FRAUDS 
AND MISREPRESENTATIONS 



1. BEIiWK 



2, OOfPARISffl 3fiP 



3, MQUESTIOllS 



^. W«W WITH mOM YOU ARE DBILIII] 



5, aCCK BARfflII« (MFULLY 



' b, IW «i mas (MFUiiY BEFORE SISili* 
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SEEKING 
CONSUMER FRAUDS AND 




• To BE FAMILIAR WITH WAYS m MEANS OF SEEKING REDRESS (CORRECTIVE' AQ I ON) 
FOR FRAlDULf m- SCHEMES /|d PRACTICES. 



^'anTJisrIpreL™ ™ 

FO DESCRIBE THE TYPES OF INFOR^V\TION Tt€ CONSUMER NEEDS TO SUPPLY WHEN 
REGISTERING A COMPLAINT, 

fo BLCOft FAMILIAR Will) VARIOUS ORGANIZATIONS THAT HANDU: COU'LAIHTS, 
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MANUFACTURER 
PRESDENT 




CITY OR 
COUNTY 
CONSUMER 

PROTECTION 
DIVISION 



ST^TE OFFICE 
OF CONSUMER 
AFFAIRS 




SELF REGULATORY 



C. 



— -1 — 


^2 




/3 


J 


CHAMBER 




BETTER 




CONSUMER 


.OF COMMERCE 




BUSINESS 
BUREAU 




ACTION 
PANEL5^ 



1 
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D- FEDERAL GOVERNWEN"T 



D, 



FEDERAL 

TRADE 

COMMISSION 

T"-^ 



D 



FOOD AND 
DRUG 

ADMINISTf^TION 




SECURITIES 
AND EXCHANGE 
COMMISSION 




. , FOLLOW ROUTER A,B,C, OR D OR FOLLOW ALL ROUTES Sll^ULTANEOUSLY ^ ^ 



Transparency 
Master 
8 



Sample Letter of Complaint 



Mrs. Alice Martin 
2222 Fifth Avenue 
Blacksburg, VA 24060 



Better Business Bureau of Western Virginia 
145 Wedt Campbell Avenue 
RoanoKe, VA 24011 

Dear Sirs: 

On February 27, I was visited by a representative of the Heat ~0-Ma tic 
company of 8001 C^mercial Street, Roanoke. Mr. Jim Howe, the name 
given by the representative , offered a free inspection of the pr|(|||^nt 
heating system in our home. After the inspection, I was presented with 
the attached estimate of repairs needed. Mr. Howe said the furnace was 
in dangerous condition and that /it would be cheaper for us to let him 
install an entire new heating system than to have it repaired. 



I was asked to. sign a contract for the job at that time but did 
not as I felt I needed to consult ray husband before taking action, 

f Not believing the estimate, my husband ha'd a friend who operates 
a private heating and plumbing business in Blacksburg, also' inspect 
the furnace. , The friend could not find any trouble/with the furnace 
except that it needed to be cleaned and^fiave a new filter installed. 
This tost $8 as opposed to th,e near $3,000 we would'have paid , if we 

had relied on the results of our so-called "free inspection.'*' 

i 

I am very concerned over such business practices in our area and 
suggest that this particular company and salesman be investigated. My 
husband and I_ feel very fortunate that we did not fall prey to th^s 
deal but al^ feel threatenlid by the fact that such practices' are 
taking pldce. , ' 

. It is my hope' that you will follow through with this suggested 
action. Thank you f or <^bur assistance. 

Sincerely*, 

* Mrs. Alice -Martin ' • ' 
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For further information about the Title I ConsiAser Edi 
and Financial Management Project , please contact: 

Dr. Q^n Mitchell, Project Director 
202 Wallace Annex 
Virginia Polytechnic Institute and State University 
BlaclcsbAirg, VA 24061 

Other material in production for this project include: 

Pamphlets: 

• "Fraud and the Con8i«er** 

, "How to Buy a Used Car" \ 

"Contracts and the Consumer" ' ' 

"Warranties and; the Consumer" 

"Credit and the Coi^sumer" 

Educational Modules: 

"obtaining and Using Consumer Credit" 
"Making and Using a Financial Plan" 



Ion 



' Manual 



ua i : \ 
A Financial Counse^^ng Manual" 
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